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THURSDAY, JANUARY 12, 1956 


Untrep Srares SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D. C. 

The committee met, pursuant to call, at 9:35 a. m., in room 318, 
Senate Office Building, Washington, D. C., Senator Allen J. Ellender 
(chairman) presiding. 

Present: Senators Ellender (chairman), Johnston, Holland, An- 
derson, Humphrey, Scott, Aiken, Young, Thye, Hickenlooper, Mundt, 
Williams, and Schoeppel. 

The CHarmMan. The committee will please come to order. 

When the committee last met, it decided to meet this morning at 
9:30 for the purpose of hearing Secretary Benson outline to the com- 
mittee the proposals submitted last week by the administration on 
the farm problem. 

Mr. Secretary, I notice you have a prepared statement. 

Secretary Benson. Yes, "Mr. Chairman. 

And, if it please the committee, I would like to go through that 
statement as quickly as I can. 

The Cuatrman. Without interruption ? 

Secretary Benson. Without interruption. I believe that will save 
the time of the committee. 

The Cuarmman. Very well, sir. Unless there is objection, it will 
be so ordered. 

You may proceed, Mr. Secretary. 


STATEMENT OF HON. EZRA TAFT BENSON, SECRETARY OF 
AGRICULTURE 


Secretary Benson. Thank you very kindly, and I appreciate very 
greatly this opportunity. 

First of all, I wish to express my thanks to you for the extensive 
hearings held by this committee throughout the country last fall, 
which helped in ascertaining the attitudes and obtaining the sugges- 
tions of our farm people regarding current agricultural problems. 
We appreciate the courtesy of this committee in making it possible 
for the Department of Agriculture to have a representative present 
at these hearings. 

I also wish to commend the chairman and the members for the 
speed with which this committee is moving to consider agricultural 
legislation. It is now only 9 days since the Congress convened. Just 
3 days ago President Eisenhower transmitted his special message on 
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agriculture. The chairman has named February 15 as a target date 
for the completion of this legislation. You will find all the resources 
of the Department of Agriculture at your service as you work within 
that demanding schedule. We are as eager to move forward as you 
are, 

Ordinarily, in his first appearance of the year before this com- 
mittee, the Secretary of Agriculture would give a rather extensive 
summary of the current agricultural situation. Appended to this tes- 
timony is a series of charts describing the economic condition of agri- 
culture and the status of certain of our programs. We can spend as 
much or as little time on them as you wish. 

[ will summarize by saying that almost all sectors of agriculture feel 
the price-depressing influence of heavy supplies. As we went into 
1955, our carryover of farm commodities was at an all-time record. 
Superimposed on these huge stocks came a series of events that never 
before occurred in combination: the cresting of the cattle cycle and 
the hog cycle at record or near-record peaks i in the same year, crop 
yields 9 percent above the previous record, total farm output at a new 
record 3 percent above last year, and the world food production at 
an all-time high. For most of the country, 1955 was the year when 
the pictures in the seed catalogs came true. 


THE SURPLUS 





The President discussed three causes of our agricultural difficulties. 

One was the distortion of production and markets brought about 
by war and the continuation of wartime price supports far beyond 
wartime needs. A second was the near-record harvest and peak num- 
bers of livestock piled on top of previously accumulated carryovers. 
The third was the rigid cost structure and high capital requirements 
facing a farm family today. 

W artime incentives were continued in peacetime to protect farm 
incomes. Therein they have obviously failed. The decline in farm 
income from 1951 until the harvest of the 1955 crops occurred under 
the old law. Only during recent months has the Agricultural Act of 
1954 begun to be operative. 

Our stocks of farm products have grown despite vigorous efforts to 
get rid of them—efforts in which this committee has aided in formu- 
lating constructive legislation. We have sold into the domestic mar- 
ket whenever we could do so without depressing prices of what farm- 
ers were trying to sell. We have Saat vast quantities of food to our 
needy people. We have sold overseas for dollars wherever and when- 
ever aaah We have sold for foreign currencies. We have bar- 
tered for strategic materials. We have donated to foreign countries 
whenever we could do so constructively. 

Surplus disposals by the Commodity Credit Corporation have risen 
from just over half a billion dollars in fiseal 1953 to more than $1.4 
billion in fiseal 1954, and to more than $2.1 billion in fiscal 1955. 

Yet, aggressive as the disposal efforts have been, they have not kept 
pace with the problem. For each bushel equivalent sold, approxi- 
mately one and a half have replaced it in the stockpiles. 

Heavy loan operations, partly a consequence of the big cotton crop, 
will in all likelihood make necessary a further increase in CCC bor- 
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rowing power during this session. This is further evidence that the 
time has come for vigorous action. 

A year and half ago the Congress passed the Agricultural Act of 
1954. This act moved toward a more realistic use of the essential 
tool of price supports. 

But the law is smothered by the surpluses accumulated under our 
past programs. Our surpluses must be reduced as the essential pre- 
condition for the success of a sound farm program. 

What the President proposed is a direct and effective attack on the 
surpluses themselves, an all-out operation which we should not ask the 
Nation to undertake more than once. When, through this program, 
our surpluses are reduced, we should avoid as a plague those programs 
that would build them up again. This is not a program to empty 
warehouses so that they might be filled again. 


SOIL BANK 


To help bring about a balance of supplies and markets, the Presi- 
dent proposed the establishment of a soil bank, which would be in two 
parts, 

ACREAGE RESERVE 


One part of the soil bank would be called the acreage reserve. This 
is really a deferred-production plan. It would be voluntary and 
temporary, aimed at reducing production, and hence carryover, of 
those crops which today are in greatest surplus. The President recom- 
mended that the Congress consider this plan for wheat, cotton, corn 
and rice. He set up as a target the reduction of carryover for these 
crops to normal in 3 or 4 years. 

Essence of the program is that farmers would voluntarily reduce 
production below their allotted acres. They would place specific 
acres into the reserve, receiving in return, as compensation, certificates 
which would be redeemable by the Commodity Credit Corporation in 
cash or in kind. Basis for the value of the certificates would be the 
normal yield on the dsignated reserve acres. 

With production reduced, commodities now in Government hands 
could be used to supply market needs. Thus CCC stocks could be 
reduced without depressing current market prices. 

Farm incomes would be protected and increased during this adjust- 
ment. 

As we have considered the acreage reserve program, certain prin- 
ciples have emerged, which seem essential to its success. 

1. The inducement offered farmers would have to be generous. 

Before farmers would comply they would have to feel that their 
incomes would be at least as high as if they planted their allotted acres. 
Broad participation is necessary to assure success of the program. 
In establishing the percentage of the normal yields on the reserve 
acres which would determine the value of the certificates, we will have 
to take account of the farmer’s alternatives, since that is what farmers 
themselves will do. Legislation should establish suitable criteria and 
leave room for administrative discretion. 

2. The acreage reserve program will work only for allotment-crops. 

Sale of stocks back into the market would be disastrous unless room 
is created in the market by a cutback in current production. Without 
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such cutbacks, prices would be forced down. Or, if price support is 
provided, other stocks would move into CCC hands to offset stocks 
moved out. 

The program must be so operated as to give a lift to the market, not 
to beat down prices. 

The acreage reserve program is not a substitute for a vigorous dis- 
anil policy. 

CCC should continue and strengthen its efforts to sell or otherwise 
dispose of its commodities abroad and at home. Failing this, we 
might fail to reduce our stocks and the objective would be lost. 

An aspect of this program is common to all programs which rely on 
acreage limitations in order to hold production in check. Farmers 
may intensify operations, increase yields, and partially offset the effect 
of the program. However, the size of the acreage cut proposed and the 
temporary nature of the program seem to me to give good reason for 
anticip: iting success. 

The scope of the acreage reserve program could be impressive. If 
applied to wheat, cotton, corn, and rice it could create a place in the 
market for more than a billion dollars worth of Commodity Credit 
Corporation stocks in a year’s time. 

We would use the surplus to use up the surplus. 

An increase in net income of farmers would come from buoyancy in 
the price structure caused by evidence to the trade that the surplus 
problem was finally coming under control. Presently the trade is 
fearful that our surplus may continue to increase or may be dumped. 
Prices are thereby depressed. 

Certificates could in all probability be issued as soon after the plant- 
ing season as compliance could be determined. 

The immediate effect of the certificates would be to increase the net 
incomes of farmers. Income from the certificates would more than 
replace normal net income from sales of products from the reserve 
acres. The very fact that farmers would come into the program 
would itself indicate that they considered this their better alternative. 

The program would have an insurance feature in this respect : even 
though crops might fail, the cooperating farmer would still receive 

certificate based on normal yields from the reserve acres, which w ould 
have a cash value. 

The acreage reserve program would be largely and perhaps wholly 
financed by “commodities already owned by the Government rather 
than by a new outlay of funds. 

In terms of alternatives the acreage reserve program is not costly, 
but economical. Whether we shall be able to avoid a loss by taking 
any other course is doubtful indeed. Storage costs run about a mil- 
lion dollars a day. In about 8 years, the carrying costs on a bushel of 
wheat equal the value of the wheat. Time and shrinkage, storage 
and other costs are eroding away the present value of these stocks. 
Consequently, the real cost to the Government—taking these and other 
facts into consideration—will be substantially less than the apparent 
cost in payments made on certificates. 

Above all, there is the price-depressing effect of the surplus, which 
levies a heavy and growing burden on our farm and ranch people. 
Our economists estimate that the huge surpluses reduced farm income 
in 1955 by the staggering sum of more than $2 billion. This is nearly 
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20 percent of net farm income. No apologies are required for the cost 
of a program which gives real hope for removing so heavy a burden. 
There is no plan which can solve quickly problems which have been 
many years in developing. We must be careful not to overpromise. 
But the soil bank, with the acreage reserve program and with the 
conservation reserve, which I am about to describe, will make sizable 
contribution toward a vital balancing of supplies with market 


demands. 
CONSERVATION RESERVE 


The second part of the soil bank proposed by the President is a long- 
range program called the conservation reserve. This, too, would be 
voluntary. It would be open to all farmers regardless of the crops 
they grow. Objective would be to shift about 25 million acres from 
cropland to forage, trees, or water storage. This shift would be in- 
tended as a long-range adjustment in land use. Some of our less pro- 
ductive lands would be brought into the program, as well as some of 
the acres which have been diverted out of wheat and cotton into feed 
grains and other crops. 

Government would bear a fair share of the costs involved in estab- 
lishing a suitable cover, up to a maximum amount that would vary by 
regions. Further, as the farmer reorganizes his farm along these soil 
conserving lines, the Government would provide certain annual pay- 
ments for a period of years related to the length of time needed to 
establish the new use of the land. Since this annual payment on 
the conservation reserve would be forthcoming regardless of yields, 
this program as well as the acreage reserve program has an element 
of crop insurance. 

On both the acreage reserve and the conservation reserve, historic 
acreage allotments would be protected. There would be no grazing on 
the acreage reserve. Grazing would be prohibited on the conserva- 
tion reserve for a specified period following the establishment of cover, 
and in no case would grazing be permitted if the stand of grass would 
thereby be endangered. 

The acres set aside under this provision should be specific acres so 
as to remove them from the rotation. 

In recommending this program, the President thus emphasized its 
advantages in conserving and improving our soil, water, and forest 
resources : 

We cannot accurately predict our country’s food needs in the years ahead, 
except that they will steadily increase. We do know, however, that the sound 
course both for today and tomorrow is wisely to safeguard our precious heritage 
of food-producing resources so we may hand on an enriched legacy to future gen- 
anne he conservation reserve program will contribute materially to that 

Forest lands under good management are a constant and a renewable resource. 
One-third of our forest area is in farm woodlands. From this source can come 
a large share of our lumber, pulpwood, and other forest products to meet the 
growing need of our expanding economy. The conservation reserve can mean 
protective and productive tree cover for less productive lands now used for 
cultivated crops. 

If to the proposals in the President’s message we add the Watershed 
Act and the Water Facilities Act of 1954, and add still further the in- 
centives for conservation offered in the Internal Revenue Code for 1954, 
we then have the most extensive program of all time for the improve- 
ment and protection of our natural resources. 





3296 PRICE-SUPPORT PROGRAM 


In order to make clear the provisions of both phases of the proposed 
soil bank, I have prepared a brief tabular summary setting and con- 
trasting the major features. 


Major features of the proposed soil bank 


Acreage reserve Conservation reserve 


Objective . Primarily surplus reduction; also con- | Conservation and surplus reduction. 
| servation. | 

Crops involved 1 W heat, cotton, corn, and rice__._- i Any cropland. 

Acreage involved........| 15-20 million acres _.---- ‘3 About 25 million acres. 
| 





Form of participation: Under the acreage reserve, a voluntary 
underplanting of acreage allotments would be the objective. Under 
conser vation reserve, a voluntary placing of specific acres in the con- 
servation reserve. 

The use of soul bank acres: No crop for harvest, under the acreage 
reserve, would be devoted to soil conservation uses. Under conserva- 
tion reserve, establish forage, water conservation or tree cover. 

Grazing: Grazing would not be permitted under the acreage re- 
serve, and would be prohibited for a specified period under the con- 
servation reserve. 

The base acreage would be protected in both cases. 

The time element: It is estimated 3- or 4-year program in the case 
of the acreage reserve, but would terminate when the surpluses are 
reduced and brought under control. In the case of conservation re- 
serve, there should be flexibility of course, but possibly as much as 
5- to 10-year contracts would be necessary in order to achieve the 
long-range objectives. 

Compensation to farmers: Under the acreage reserve, the compen- 

sation would be in the form of negotiable certificates ‘based on the 

commodity, redeemable in cash or in kind at specified rates. Under 
the conservation reserve, there would be two payments: first, a fair 
share of the cost of establishing the cover, and, second, annual pay- 
ments for a limited period until new uses are well established. 

A rough estimate of the cost: It depends, of course, in the case of 
the acreage reserve on the number of crops and the rate of compensa- 
tion and the degree of partic He Under the conservation reserve, 
the estimate is that perhaps $350 million the first year, and approxi- 
mately $1 billion over the first 3 years. 

I should like to make clear the meaning of the soil bank to live- 
stock farmers. After all, 56 percent of farm income is from live- 
stock and livestock products. 

Our excessive supplies of feed grain have unduly stimulated the 
production of hogs and the feeding of cattle, with resulting low prices 
for both. The soil bank will cut into the production of feed grains, 
including corn if the acreage reserve program can be adapted to that 
crop. This would tend to shorten the supply of feed grain, lift the 
feed grain price structure and reduce the present incentives for ex- 
cessive production of grain-consuming livestock. The effect would 
be to bolster prices, especially of hogs and feed cattle. 

Quick action can make the soil bank operative for 1956 crops. A 
month or two of avoidable delay might cost us a year’s time in getting 

the program launched. 
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I shall not discuss in detail all aspects of the President’s message. 
Its various parts differ in importance and in the amplification needed. 
Certain actions are recommended firmly ; other questions are suggested 
for study. I have selected from the message several topics in addi- 
tion to the soil bank on a basis of interest, urgency of action, and 
difficulty of solution. 

CORN 


The President indicated that the acreage reserve program should 
be applied to corn if the necessary participation can be achieved. He 
pointed out the considerable difficulties involved, and presented an 
alternative in the form of freedom from controls, coupled with price 
supports on a discretionary basis. 

As the President indicated, many corn producers have chosen not 
to observe acreage allotments. In 1955, only about 40 percent of the 
corn grown in the commercial area was within allotments and eligible 
for support. During November, the average farm price of corn was 
60 percent of parity, despite support at 87 percent. 

With substantial noncomphance with generally good yields the 
corn carryover has grown to more than a billion bushels. With this 
heavy supply, existing law would indicate a further cut in acreage 
allotments this year and a substantial cut in the level of price support 
as well. 

With so unattractive a prospect, compliance for the 1956 crop 
could be low indeed. 

Corn should be reasonably abundant and reasonably priced in fair- 
ness to those livestock producers who buy feed. If corn is in surplus 
and very low in price, the production of grain-consuming livestock 
is unduly encouraged. This leads to heavy supplies and low prices 
of hogs and fed cattle. 

There is certainly no need for further stimulation of hog produc- 
tion, or of cattle feeding. Both those who sell and those who buy 
corn would be ill-served by a decline in the price of this coming 
year’s corn crop. 

We are endeavoring to form a judgment as to whether the oppor- 
tunity to participate in the acreage reserve program, as an added 
inducement, wala cause greater compliance with corn allotments in 
1956 If this should prove to be the case, then the corn carryover 
could be pulled down, corn prices could be strengthened, and the incen- 
tive to produce excessive supplies of hogs and fed cattle would be 
reduced. Our State and county agricultural stabilization committee- 
men are being consulted. 

Acreage allotments by themselves, even with price supports ap- 
proaching the legal maximum, have been shown to be an inadequate 
method of controlling corn production. Thus corn lacks effective 
and continuing methods of production control. The President sug- 
gested, therefore, that the Congress consider the elimination of acre- 
age allotments for corn, and consider the use of price supports for 
corn on a discretionary basis comparable with the other feed grains. 
As the President pointed out, with no acreage allotments and with 
discretionary supports, all corn producers would be eligible for price 
support in 1956. There is good reason to believe that corn should 
be supported on a discretionary basis at a level substantially above 
the market price which prevailed during the 1955 harvest. 
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You may be assured of my sincere search for a solution that will 
result in better corn prices than prevailed last fall. We do not 
intend to impose upon corn farmers controls which they do not will- 
ingly choose. We must have a program which will be sound for 
those who buy corn, for those who sell it, and for those who produce 
their own corn and sell it on the hoof. 


DOLLAR LIMIT ON PRICE SUPPORTS 


The President asked the Congress to consider placing a dollar limit 
on the size of price-support loans available to any one individual or 
farming unit. He pointed out the rapid increase that has occurred 
in the average size of our farms. 

To the degree— 
said the President— 
that this trend is associated with the development of more efficient farm units, 
it is in the interest of farm families and of the Nation. To the degree, how- 
ever, that it has resulted from the removal of risk for large farm businesses by 
reason of price supports, it is much less wholesome and constitutes a threat 
to the traditional family farm. 

The President pointed out that occasionally price-support loans of 
tremendous size have occurred, and stated that it is not sound Gov- 
ernment policy to underwrite at public expense such formidable com- 
petition with family-operated farms. 

In my speech before the National Grange at Cleveland on November 
23, 1955, | again invited suggestions regarding farm programs. More 
than 7,000 people were gracious enough to respond to the invitation. 
Frequently suggested was a limitation on the amount of price support 
toany one person. In recent weeks, this proposal has been made more 
frequently by farmers than any others. 

We made a departmental study, as yet unpublished, of the distribu- 
tion of loan funds according to the size of the farm operation. The 
following brief table reports that a large share of the total dollars are 
loaned on the production of relatively few farms. 

This table shows the percentage of the dollars included in the largest 
1 percent of the loans on the 1953 crop loans. In the case of wheat, 
that would be 1 percent, included 12 percent of the volume; cotton, 
estimated from acreage allotments, 18 percent; corn, 6 percent; oats, 
11; barley, 24; flaxseed, 8; grain sorghums, 11; and soybeans, 8. 

We will be happy to make available to this committee such statistics 
and analyses as we have regarding this problem. We share with the 
President his feeling that a limitation should be sufficiently high to 
give full protection to efficiently operated family farms. 


SURPLUS DISPOSAL 


The President said that expanded opportunities would be sought to 
barter agricultural products, which deteriorate and are costly to store, 
for increased quantities of nonperishable strategic materials. Addi- 
tional legislation may be needed to insulate from the market the 
strategic material thus acquired. 

The President recommended repeal of section 304 of Public Law 480. 
This section restricts export dispositions of Government stocks to 
friendly nations. 
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As the President said, I am appointing an Agricultural Surplus 
Disposal Administrator. The duties of the Administrator will relate 
to all activities of the Department associated with the utilization of 
Commodity Credit Corporation stocks and of current abundant 
production. 

RURAL DEVELOPMENT PROGRAM 


The rural development program is addressed to the needs of the 
million and a half farm families with incomes of less than $1,000 a 
year. President Eisenhower transmitted to the Congress his recom- 
mendations regarding this program on April 26, 1955. Only a part 
of this program was enacted. 

Until now, [ have not commented before this committee regarding 
the rural development program. In brief, it is a cooperative program 
involving research, education, credit, technical assistance, employment 
information, and vocational training. Broadened opportunities are 
opened to rural people for both farm and nonfarm activities. 

This program is already under way. Pilot work is going forward 
in more than 30 counties widely spread throughout the United States. 

The Congress has already passed part of the legislation needed to 
effectuate this constructive program. The full program should go 
forward. 

PORK PURCHASE 


The President’s special message indicated that the pork-purchase 
program now under way will shortly be stepped up to supply new and 
expanded outlets now being developed. I am sure you wish to know 
what these expanded outlets are, what volume is being considered and 
what timing is contemplated. 

The outlets referred to by the President are domestic charitable 
institutions and needy persons, as well as possible foreign donations 
and sales for local currency. 

We added, recently, a program a distribute food to 600,000 needy 
people in New York State. We are negotiating toward a similar ar- 
rangement with Michigan. We are endeavoring to develop outlets 
for pork and lard through the International Cooperation Administra- 
tion and through the use of Public Law 480. 

Now that the breeding season for the spring litter is past, it will be 
possible to step up our hog purchase program without the danger of 
bringing about increased spring farrowings. Just this week we con- 
tracted to buy 7,600,000 pounds of pork. 

And I may say that since this was written yesterday, we have ac- 
cepted bids on hams and other products that brings this total up to 
10 million pounds, which is the largest week of purchases thus far. 

Total purchases now aggregate 47 million pounds of pork and 31 
million pounds of lard, a total of 78 million pounds purchased to date. 

It is probable that certain receiving institutions can use pork prod- 
ucts in either frozen or smoked form. This in itself will increase 
outlets. 

Whatever we can do that is constructive, we shall earnestly under- 
take. 

Special school milk: 

The President recommended the extension, for 2 years, of the special 
school milk program, with funds increased from $50 million to $75 
million per year. 
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I heartily concur in the President’s support for this constructive 
program. 
_ The President indicated that for some States, milk program funds 
for the 1956 fiscal year are nearing depletion. I recommend that this 
committee take the action necessary to increase the authorization for 
the use of CCC funds during the present fiscal year from $50 million 
to $60 million. If this is done no State will find its program restricted 
by a lack of funds during the present school year. Any portion of 
this increase which is unused will revert to the Commodity Credit 
Corporation at the end of this fiscal year. , 


BRUCELLOSIS ERADICATION 


The accelerated brucellosis eradication program authorized by the 
Congress for fiscal years 1955 and 1956 has received nationwide ap- 
proval. The States have materially increased their support of this 
work. Excellent results are being accomplished. We are recom- 
mending that the program be continued. 


SUMMARY 


[ shall now summarize the President’s 9-point program for agri- 
culture embodied in his message : 

1. The soil bank, to which I have devoted a major share of my 
attention, will increase farm income; reduce surplus stocks; cut excess 
production ; reduce storage costs ; ease apprehension among our friends 
abroad ; conserve soil, water, and timber resources; and strike a better 
balance of production and markets. 

2. Surplus disposal recommendations will help to move CCC stocks 
out of the front door while the soil bank reduces what comes in the 
back door. 

3. Strengthened commodity programs will improve price-support 
operations for individual products such as corn, wheat, rice, and dairy 
products. : 

4. Dollar limit on price supports, if the Congress sees fit to enact it, 
will enable our family farms better to compete with huge corporation- 
type units. 

5. Rural development program will open wider the doors of oppor- 
tunity for a million and a half farm families with incomes of less than 
$1,000 a year. 

6. The Great Plains program will help promote a more stable 
economy in the agricultural empire between the prairies and the 
Rocky Mountains. 

7. Research increases will help us find new crops, new markets, and 
new uses for our agricultural abundance. 

8. Credit facilities will be expanded and strengthened to aid in the 
transition from war to peace and make the adjustment associated with 
a dynamic agriculture. 

9. Gasoline tax, now paid by farmers to the Federal Government, 
would be refunded for purchases of gasoline used on farms. 

The nine-point program offers no nostrums or panaceas. Our farm 
folks want none. Rather, it is, we believe, a sound, logical attack on 
our most urgent problem, the surplus. It strikes at both sides of the 
price-cost squeeze. 
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Certain parts of this program can be accomplished administratively, 
as the expanded pork purchase program and the announcement of 
higher support levels for soybeans and flax. Other parts can have an 
effect when enacted by the Congress, as provision for the gasoline tax 
refund. TOE 

A large part of this program’s effect can be felt within the year, as 
the soil bank helps balance our supplies with markets. 

Meantime, through expanded research and through the conserva- 
tion reserve we shall be building our resources and increasing our store 
of knowledge for tomorrow. 

Above all, this program offers convincing evidence that farm prices 
and incomes will be strengthened by a direct attack on the surplus 
problem itself. é 

I have attached, in tabular form, a summary which shows the im- 
pact of the recommended program as related to timing and geography. 

And, if we may, Mr. Chairman, I would just like to run through 
that hurriedly. We have tried to prepare a summary which would 
tell the story on each one of these recommendations which were em- 
bodied in the President’s message. 

The CHarrMan. You may proceed, sir. 

Secretary Benson. Thank you. The first proposal in the message 
is the soil bank acreage reserve. For cotton, new legislation would be 
required. Timing of implementation immediately upon passage of 
legislation. Area affected, the Cotton Belt. The major effect, pay- 
ment this year on proof of compliance, reduce carryover by 2 to 3 
million bales per year for 3 years. 

In the case of wheat, the acreage reserve would require new legisla- 
tion, would be immediately effective upon the passage of legislation. 
The entire country would be affected, west of the Mississippi River 
particularly. Payment this year on proof of compliance, reduced 
carryover we estimate by 200 million bushels per year. 

In the case of corn, and I call your attention to the footnote on page 
3, this assumes utilization of the acreage reserve for corn and rice. In 
the absence of this program, of course, the alternative suggestion would 
be passage of new legislation to eliminate acreage control on corn and 
rice and the establishment of price support on a permissive basis. 

But the corn program under the acreage reserve, if it is felt that it 
does apply, would require legislation, would become immediately 
effective and would cover the corn area, primarily the Midwest. And 
the major effect would be payment this year on proof of compliance. 

It would tend to reduce the carryover, we believe, by 300 to 500 
million bushels, depending of course upon participation, and would 
tend to result in greater support for corn. 

Rice: New legislation would be required. It would become avail- 
able immediately upon passage of legislation, and, of course, the areas 
affected are the four rice States. Payment this year on proof of 
compliance. It would tend to reduce carryover, we believe, by about 
6 million bags per year. 

Now the conservation reserve, this also would require legislation. 
Implementation would be immediately upon passage of the legislation. 
The entire country would be affected. The heaviest acreage participa- 
tion would probably be in the Great Plains and the heaviest payments 
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probably in the Corn Belt. The major effect would be payments this 
year as costs are incurred, reduce acreage of feed grains, improve feed 
grain prices and ultimately livestock prices. 

Now item 2, the surplus disposal, only partially, only partial legisla- 
tion is needed for the sales. We would have to have legislation, I am 
sorry, to permit sales at less than support and to repeal section 304 of 
Public Law 480. The timing would become immediate where 
administrative authority exists. Otherwise, upon passage of legisla- 
tion. 

And, of course, it would affect the entire country, and we believe 
would help us to increase disposal of CCC stocks plus commercial sales 
for export. : 

On the next page, item 3, strengthening commodity programs, 
in the case of soybeans no legislation would be required. It would 
affect the 1956 crop, primarily, of course, the Midwest and some in 
the Southeast. And would tend to increase the income upon the 1956 
crop. 

Flax seed, no legislation required. It would affect the 1956 crop 
primarily in North Dakota, South Dakota, Minnesota and Montana, 
and would, we believe, increase income from the 1956 crop. 

Wheat : Exempt from marketing quotas where the entire production 
is used on the farm. And there is already legislation pending in 
the Congress. This legislation is needed, of course. It would affect 
the 1956 crop in the entire country, but primarily east of the Missis- 
sippi River and the Far West. And would increase the feeding of 
wheat and reduce marketing quota violations. It would mean less 
control. 

2. Authorize the Secretary to sell low grade wheat for feed. This 
would require legislation. ‘Timing of implementation, possibly July 
1, 1956. The area affected would be largely the Far West and the 
Northeast, where there would no doubt be the major purchases of 
wheat for feed. The major effect would be to increase the wheat 
consumption. 

3. Expand noncommercial wheat area, that would require legis- 
lation. It would affect, of course, the 1957 crop, and the area affected 
would be fringe areas of wheat production. It would tend to reduce 
that area from controls, relieve farmers from acreage controls. 

4, Extend exemptions for durum wheat. This would require legis- 
lation, would affect the 1957 crop and the State of North Dakota, and 
would increase the type of wheat, that type of wheat which is now 
in short supply. 

Cotton: Elimination of Middling 7% as the standard grade for 
parity. This would require legislation, would be applicable to the 
1957 crop, would affect the entire Cotton Belt and would place cotton 
on the same basis as other crops, and would have the effect of adjusting 
price supports. 

2. Quantity allotments. This also would require legislation, would 
affect the 1957 crop in the Cotton Belt, and would tend, we believe, 
to make controls effective. 

The third and last page, further strengthening commodity programs, 
the special milk program. This requires legislation. Timing, July 
1, 1956 and June 30, 1958. In other words, it would extend the pro- 
gram 2 years and also provide funds for the balance of this year. 
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It would affect the entire country, and we believe would increase the 
consumption of milk and improve the health of our children. _ 

Livestock, special pork purchase program, no legislation is required. 
We have the authority. The program is underway. 

It affects primarily the Midwest, and we believe is assisting and 
will assist in relieving price pressures during the heavy marketings. 

t. Dollar limits on price supports. That would require legisla- 
tion, and of course would be implemented as soon as legally permis- 
sible, would affect the entire country, and would reduce underwriting 
of competition with family-size farms. 

The rural-development program requires additional legislation. 
It would become effective immediately upon the passage of that legis- 
lation. Primarily the low-income areas would be affected and it would 
help to meet the problems of low-income families. 

The Great Plains program which I understand was transmitted 
to the Congress yesterday, the soil bank and special ACP long-term 
commitments, this requires legislation the same as for the soil bank 
and the ACP on the timing, would affect particularly the Great Plains, 
and would help to stabilize agriculture in that area. 

Research: This too requires legislation. It would concern the 1957 
fiscal year, would, of course, affect agriculture both at home and 
abroad, and the major effect would be concentrated on new uses, new 
markets, new crops and lowering cost of production. 

8. Credit: This too would require some new legislation, would be 
effective when enacted, would affect the country generally, and would 
provide a more adequate credit supply. 

9. Relieve farmers of the tax on gasoline for farm use. This would 
require legislation, probably would become effective July 1, 1956, 
and would apply to the entire country and would reduce production 
costs by about $60 million to our farmers. 

Mr. Chairman, thank you very kindly. 

The CHarrman. Mr. Secretary, on behalf of the committee I wish 
to first thank you for your kind remarks about the work done by the 
committee during the fall in holding the hearings throughout the 
country and pointing up the farm problem. I wish to also thank 
you for your offer of assistance. 

Secretary Benson. Thank you. 

The Cuarrman. It strikes me that this committee will have no diffi- 
culty in getting together on a bill and having it passed on the floor 
February 15. I believe it is very urgent that the committee does take 
that stand, and, if possible, do nothing else until we accomplish it. 

Now, Mr. Secretary, I listened to the President’s message and also 
your statement very carefully, and one of the first questions I would 
like to ask you is this. Will you point out either in the President’s 
message or your own statement any program that will give immediate 
relief to the farmers of our country. 

Secretary Benson. Before I answer that, Mr. Chairman, may I 
ask that these charts at the back be incorporated in the record ? 

The Cuarrman. Yes, sir, that will be done. 

(The charts referred to are as follows :) 
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Senator Jounson. May I ask one question? On exhibit A you mean 
billion dollars instead of million there, don’t you 

Secretary Benson. We sometimes make that mistake, Senator. 

Senator Jounson. I believe it should be billion. 

Secretary Benson. You are correct; yes, sir. We stand corrected. 
Thank you. 

The Cuamman. All right, sir; will you proceed and answer the 
question ¢ 

Secretary Benson. One of the effects, Mr. Chairman, the immediate 
effects which we think will come with the passage of legislation along 
this line, would be to give immediate buoyancy to market prices. 

When the President announced his message, you may recall the re- 
sponse in the cotton markets, and some of the other markets. I think 
cotton went up $2 a bale. We think it will have that effect immedi- 
ately, as soon as the people know in the markets that we are going 
ahead effectively on the disposal of the surpluses. 

The Cuarrman. Well, how will the farmers benefit by that? They 
have sold most of their cotton. In fact, I think most of it is under 
loan now, and I think the same holds true with much of the other 
commodities that are in surplus. 

Secretary Benson. I think you will find that there is probably quite 
a quantity still in the farmers’ hands. True they have disposed of 
part of it, but it certainly will tend to have a good effect in the market 
place. 

Of course, on the gasoline tax item, farmers will benefit immediately 
from that. Of course, the higher support prices suggested for soy- 
bean and flaxseed, that will be ; immediate. 

The exemption of durum wheat, of course, will be readily received 
by the farmers, where that applies, and the exemption of marketing 
quotas in the case of feed wheat would certainly have immediate effect 
on farmers. Certainly the milk program will give immediate help 
throughout the entire dairy area. The pork purchase program, [| 
think, is having its effect right now, and we are stepping it up very 
greatly immediately. 

The Cuarrman. Will you expand on that a little bit? As I under- 
stand it, you set aside $80 million for purchases. Now, do you propose 
to inerease that amount ? 

Seeretary Benson. The first suggested amount was $85 million, 
I believe, Mr. Chairman. 

The Cuarrman. I stand corrected. 

Scretary Benson. We do have additional funds available, and those 
funds could be used for that purpose, and no doubt some of them 
will be used. We intend to attack that very vigorously in the immedi- 
ate days ahead. 

The Cuarman. I was informed that there might be a similar pro- 
gram for the purchase of beef. Can you tell us “whether or not that 
is in the offing? 

Secretary Benson. We have the authority, as you know. 

The Cuatrman. I know you have. 

Secretary Benson. This authority comes from legislation granted 
by the Congress. We are watching the situation very closely. We 
are consulting with the industry. We did enter such a program, you 
remember, 2 years ago. 

The Catan. Yes, sir. 
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Secretary Benson. I think it was helpful at that time. There has 
been no firm decision made as to whether we will purchase beef. 

However, through our urging and through the cooperation of the 
military service, substantial purchases are being made, particularly 
of heavy cattle, and have been made now for a number of weeks. The 
heavy cattle was the soft spot in the markets, as you know, and that 
pure ‘hase has been very helpful. 

The Cuamman. Now, you mentioned increased support for soy- 
beans. How will that come about? Have you decided yet what you 
are going to do about it 

Secretary Benson. We have not announced the support level. We 
need to study it a little more, but we feel that because of the statis- 
tical position of soybeans, it is going to be possible to lift those 
supports. 

Our objective, of course, is to put the supports as high as possible 
consistent with moving the product into consumption, and we think 
that flax and soybeans will permit some increase next year. 

The Cuatrman. What has caused the Department or the adminis- 
tration to change its position with reference to the support on corn 
from the mandatory flexible basis to discretionary at the behest of the 
Secretary himself? You also recommend the same in regard to rice? 

Secretary Benson. Yes. 

The Cuatrman. As you know, we have the flexible price support 
for both. 

Secretary Benson. Yes. 

The Cuatrman. What has caused the change of attitude in regard 
to those two commodities ? 

Secretary Benson. Of course, we learn as we go along. We found 
this to be true: That corn farmers are not participating in the pro- 
gram. They have chosen not to comply with the acreage allotments, 
and therefore are not entitled to price supports. 

There is only about 40 percent of the corn production in the commer- 
cial corn area participating at the present time. However, we believe 
that if the controls were lifted completely, there would then be oppor- 
tunity to provide price support on a discretionary basis as the Congress 
has provided on other feed grains, so that all farmers could then benefit 
from price supports without any control on acreage. 

The CuatrMan. Well, is it your view that if your suggestion are 
followed, there will be less of those grains planted ? 

Secretary Benson. Well, not necessarily, Mr. Chairman. Of course, 
our first suggestion is that we try to make the soil bank fit corn if 
cone gs ; 

There are some difficulties in the way, as you can recognize, but if 
it is deemed that the soil bank is not suitable for corn, then we suggest 
for consideration the other approach. 

The Catrman. As a matter of fact, you are leaning very heavily 
on the so-called acreage reserve program in decreasing future sur- 
pluses ¢ 

Secretary Benson. Yes, we think it is necessary to get these burden- 
some surpluses moved out of storage in order to give any program an 
as gy to really get started. 

The Cramman. Mr. Secretary, do you believe that this acreage 
reserve program and the conservation reserve program can be made 
effective on a voluntary basis as you have proposed ? 
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Secretary Benson. Mr. Chairman, only time will tell, of course. 
I am of the opinion—— 

The Cuatrman. If we depend on time, things will be too late. 

Secretary Benson. That’s right. 

The CHarrMan. We need assistance now. 

Secretary Benson. That’s right. 

The CuatrMan. Things ought to be done now to curtail those 
surpluses. 

Secretary Benson. I agree, and I think if the incentive is at the 
right level, we can get suffici ient participation on the part of farmers 
to make the program truly effective. 

The CuHarrMan. What would you suggest as an adequate incentive ? 
I notice that you as well as the administration—that is, as shown in 
the President’s message—leaves that to Congress. 

Of course, we will have to consult with you, but I wonder if you 
will venture an opinion as to what would be the minimum required to 
induce farmers to follow the suggestions made by the President in his 
message, and by you this morning, in order to get this 15 or 20 million 
acres out of production ; that is, allotted acreage. 

Secretary Benson. Yes. Well, obviously, Mr. Chairman, there are 
a lot of details on the administration and so on that we will need to 
counsel with the committee on and work with you on. 

But I would say offhand that that incentive should be at least 
slightly above the net return which the farmer normally gets from 
those acres that he takes out of his allotted acres. Otherwise his alter- 
native, it will be just as attractive for him to go ahead and plant. It 
has got to be high enough so that he will consider that his best choice. 

The Cuamman. In that connection, would it not be better to say to 
the farmer that we believe his allotted acres ought to be reduced, say, 
about 10, 15, or 20 percent, whatever amount may be decided, and 
attach a requirement that to receive price-support payments on the 
rest of the acreage that he is to plants he must so rec tre his acreage ? 

Secretary Benson. That, of course, would introduce considerable 
compulsion; would it not? 

The CHarrman. Yes, sir; that’s right, and I believe that it might 
be necessary if you are to accomplish your goal. 

Secretary Benson. I think we will want to set goals all right. 

The Cuarrman, Yes, sir. 

Secretary Benson. And shoot for those goals. But I believe we 
can accomplish it without compulsion. I think we can do it through 
voluntary appeal and through the proper incentive to the farmer. 

The Cuarrman. Would you make it so that the farmer would get 
at least. as much out of these idle acres, those that you think ought 
to be set aside, as he would have received had he actually planted that 
acreage ? 

Secretary Benson. Yes. I think it should be at least that much, 
possibly just a little more, so there will be an inducement there not to 
plant but to come into the program. And I believe we will get co- 
operation because the farmer will recognize this as a program to help 
him. 

The CHatrMan. Well, I agree that if you make the incentive big 
enough, you might get him to not plant anything at all. 

Secretary Benson. I think the incentive ought to be within reason, 
of course. 
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The Cratrman. Yes. But you would make it at least as much as 
what he would receive or make if he planted those diverted acres. 

Secretary Benson. The net return, yes; that is the basis on which 
you would have to put it. 
~ The Cuarrman. Now, in respect to the conservation reserve pro- 
gram, you have set that up also on a voluntary basis. 
~ Secretary Benson. Yes. 

The Cuarrman. How would you proceed to carry that out? What 
inducements would you give the farmer so that he could carry that 
out as you anticipate? 

Secretary Benson. There again the incentive would have to be 
sufficient to be attractive to the farmer. 

The Cuatrman. What would that incentive be? 

Secretary Benson. There would be two separate payments, as I 
see it, Mr. Chairman. The first would be the payment which would 
cover the costs of moving that land out of cash crops—say, feed 
grains—into conservation cover. 
~ The Cuarrman. What do you mean by “moving” it? 

Secretary Benson. Planting it. Instead of planting it to feed 
grains or cash crops, he would plant it to grass or other forage or put 
it in trees or ponds and reservoirs and so on. 

The Caarrman. So that you would begin by at least paying him the 
amount of money necessary ? 

Secretary Benson. That’s right. 

The Cuarrman. You would finance the planting of trees or grasses 
or whatever is necessary ? 

Secretary Benson. That’s right. 

The CuatrMan. You would finance whatever is necessary to carry 
on the conservation program that you have devised. 

Secretary Benson. That would be the first payment. 

The CuHarrman. No. 1. All right. 

Secretary Benson. Then the second part would be an actual pay- 
inent to assist the farmer in making the transition and the reorganiza- 
tion of his operations on a better land-use program. Now, that will 
vary with areas. 

In some areas it takes 2 or 3 years to get a crop established, a crop 
of grass, for example; in other areas it would be shorter. There 
would have to be some flexibility, I think, in the administration State 
by State and region by region. 

The CHarrman. What would be the basis of payment after the 
seed or the trees are planted? What would be necessary to carry 
on the conservation program that you have in mind? How would 
you determine the amount of money to be paid to the farmers, on a 
per acre basis or whatever other plan you have in mind? 

Secretary Benson. Now, Mr. Chairman, we have not firmed that 
up in any detail. We are working on it—our technicians are working 
on it, 

We assume that probably the payments in the early years would 
have to be a little higher, then they could taper off as the farmer 
got his stand established and got reorganized on a better land-use 
program. 

The Cuatrman. Would it be left to Congress to write into the law 
a specific amount, or would it be expected that the Department would 
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determine in years to come the amount per year that would be paid 
as compensation to the farmers ¢ 

Secretary Benson. I think, Mr. Chairman, it would be very helpful 
to us if the Congress could give us some guidelines, but I think it will 
be important for the success of the program that there be considerable 
administrative discretion. 

The Cuarrman. As to the amount paid? 

Secretary Benson. That’s right. 

The Cuarrman. In the years after the trees are planted ? 

Secretary Benson. That’s right. 

The Cuarrman. Now , essentially what are the differences between 
the conservation reserve program you have just been speaking about 
and the program for the Great Plains that we have been presented 
with this morning? Will you tell us the difference between those 
two? 

Secretary Benson. As a matter of fact, Mr. Chairman, they fit very 
well together. 

The Cuarrman. Isthere any difference? 

Secretary Benson. Yes; there is some difference because the Great 
Plains program contemplates some things that are not included in 
the conservation program, including the classification of land, for ex- 
ample, and things of that sort that are of a very long-range nature, 
and it requires some State action and cooperation on the part of local 
and State agencies. 

The Cuarrman. Now, as I understand, first the reserve program 
is to apply solely to allotted acres ? 

Secretary Benson. That is correct. 

The Cuarrman. The reserve program, conservation reserve pro- 
gram, is to apply solely to cultivated acres ? 

Secretary Benson. That is correct. 

The CHarrman. And then the Great Plains program may apply 
to cultivated acres as well as any other acres that you may decide 
should come under the program ? 

Secretary Benson. Yes; I think that is true. The Great Plains 
program is very broad and very flexible. 

The Cuarrman. Yes. Now, can you give us an estimate of what 
the cost of each program will be if carried out according to what 
you think ought to be done, let’s say for the first year, second year, or 
over the period of time that may be necessary in order to make it 
effective? 

Secretary Benson. Of course, that will have to await the develop- 
ment of costs and a lot of detailed material will have to be worked 
up. A rough estimate, I think, is in the case of the conservation re- 
serve. It would run in the neighborhood of $350 million the first 
year, probably a billion dollars over say a 3-year period. 

In the case of the acreage reserve, our best estimates have been 
that there would be approximately—as a matter of fact, we don’t have 
the figure made up, but we have indicated that it will probably move 
out as much as a billion dollars’ worth of commodities the first year. 

The Cuarrman. That would be the cost of it, of course, about $1 
billion ? 

Secretary Benson. Well, of course—— 
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The CuarrMan. I understand that it might not be new money, but 
the Congress would have to replenish the Commodity Credit Corpo- 
ration for such amounts as it has out for such commodities as you 
would make available to the farmer on these unplanted aeres. 

Secretary Benson. It would be a portion of that. Of course, they 
would be sold in the market place. 

The CuatrMan. I understand. 

Secretary Benso. That would bring in some cash. The difference 
would have to be made up, of course. 

The CuarrMan. Isn’t it true that when you make the contract with 
the farmer, as I understand from the message, to pay him in kind, 
the amount of cotton, let’s say, or wheat that would be allocated to 
him, would be based on the price prevailing at the time the contract 
is entered into; is that right ? 

Secretary Benson. That is one of the details on which our tech- 
nicians are working. 

The CHarrMan. Now suppose that wheat or corn were to rise in 
price, who would get the benefit of that 

Secretary Benson. If the farmer held title to the commodity, he 
would get the benefit from it, I assume. 

The CuarrmMan. Now suppose at the same time that he exercised 
his right to take that commodity, the price of it is below the amount 
fixed at the time that he entered the agreement, who would bear the 
loss ¢ 

Secretary Benson. The certificate, as we envision it, would be nego- 
tiable and cashable and would bear a dollar value, so it could be turned 
in at a local bank or some other financial institution, and the farmer 
would realize the dollars plus interest on it at the face value. 

The CuatrMan. But, that certificate could rise in value if the com- 
modity that it represents goes up? 

Secretary Benson. It mht if the farmer wanted to take the com- 
modity. However, it should be noted that we are still working on 
the details. These are not fixed yet. 

The Cratrman. That’s right. And if it goes down, would he suffer 
the loss ¢ 

Secretary Benson. No; apparently he would not, because he would 
be able to cash in the certificate at its face value in dollars. Of course, 
these are some details that will have to be worked out. 

The Cuarrman. Yes; I understand. 

Secretary Benson. And we will want the direction of the Congress 
in it, of course. 

The Cuarrman. In other words, is this not true: The value of that 
certificate would be fixed at the time of its issuance, depending upon 
the value of the commodity at the time that the certificate is issued? 

Secretary Benson. Well, it might be the support level at the time 
on that particular commodity, more likely would be. 

The Cuarrman. What I am trying to drive at, Mr. Secretary, is 
this: That if the certificate has an X dollar value redeemable either 
in cash or in grain, it would be necessary, it strikes me, that if the 
grain goes up, the certificate would go up in value, but if it goes down, 
it would have to remain at the original amount fixed ? 

_ Secretary Benson. That’s right insofar as fixing the original value 
is concerned. 
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The CuatrmMan (continuing). When it was issued. 

Secretary Benson. It would not depreciate because it would have a 
dollar value. 

The Crarman. That’s right, so if at the time that the certificate 
becomes payable, the price of the commodity is below the amount that 
was prevailing at the time it was issued, then the Government would 
suffer that loss; would it not? 

Secretary Benson. Well, Mr. Chairman, it would probably be wise 
to tie it to the support level in establishing the face value of the 
certificate. 

The Cuarrman. In that connection, Mr. Secretary, in order to get 
a program that you can put teeth in so that you know what you are 
doing, would it not be more advantageous to all concerned, that if in 
addition to the allotted acres you asked farmers to set aside, let’s say, 
10 percent more or 20 percent more, to make the payment of that cer- 
tificate conditioned on the farmer participating in the program as a 
prerequisite for receiving price supports? é 

Secretary Benson. I am sure the Congress will want to consider 
that approach very carefully. 

The CHarrman. The Congress will. I am asking you your view 
on that. 

Secretary Benson. We have felt that with the proper inducement, 
we would be able to get adequate participation without tying this 
to price supports or without compulsion, on a voluntary basis, in 
other words. 

The Cuarrman. Now, in respect to the limitation of price supports, 
are you able to tell us now what you contemplate, what limitation 
you would put in dollars ? 

Secretary Benson. We have no dollar figure in mind. We do have 
this study which we have just started to analyze and which will be 
made available to the committee, but certainly the level ought to be 
generous enough so that no family-type operation, commercial farm 
or otherwise would be adversely affected by it. 

It is intended primarily to get at some of these excessively large 
holdings, some of which have absorbed some of our family-type farms 
in their operations, and in part because we have pretty well taken 
the risk out of their operations through price supports. 

The Cuatrman, I wish to say that the record that was made during 
last fall is replete with evidence to the effect that a limitation should 
be put. 

Secretary Benson. Yes, our mail indicates the same thing. 

The Cuarman. And the limitation suggested as I remember it 
mostly was one of about $25,000 gross sales. Would you say that 
would be a fair figure ? 

Secretary Benson. I would say that would be a bit low, Mr. Chair- 
man, because we have family-type farms that are family operations, 
ier gs their gross income, their gross returns, is much higher than 
that. 

It will depend a lot on whether that is applied to a single crop or 
to the total farm income. A lower figure could be used on a single 
crop probably than on a single farm. 


, ‘ - ! 
he Cuamman. Well, location of the farm, too, would have to be 
considered. 
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Secretary Benson. Type of farming and so on. 

The Cuairman. Now let me ask you this, Mr. Secretary. Have 
you considered a plan to make that on a graduated scale the s same 
ns we have in the Sugar Act? Youare familiar with that? 

Secretary Benson. Yes: I am somewhat familiar with it. 

The Cuatrman. The payments decrease as the amount of sugar 
produced on a farm 18 increased. Have you given consideration to a 
plan of that character ‘ 

Secretary Benson. I can say we have given some consideration to 
it, Mr. Chairman. Possibly we have not given it the study that we 
should or can or will. We think it has some very serious difficulties 
in it from an administrative standpoint. 

As a matter of fact, the difference—are you speaking of quality 
now or only quantity ? 

The Cuatrman. No, no; I am talking about this limitation on price 
~—— as to the amount. 

Secretary Benson. The limitation on payments? 

The Cuarrman. That’s right, that is what I am talking about. 

Secretary Benson. We haven't given that a lot of attention. 

The CuatrrmMan. Well, don’t you think some attention should be 
given to it? 

Secretary Benson. I think it would be entirely appropriate. 

The CriarmMan. I think it works very well as to the sugar program, 
and it is my hope that you will, let’s say, give it immediate attention 
if we are to get a bill out February 15. 

Secretary ‘Benson. We will be glad to do that and consult with you 
®n it. 

The CuHamrman. We have received much evidence, many views, on 
the question of having two price systems relating to wheat and rice. 
I wonder if you would be kind enough to give us your views on those 
proposals? 

Secretary Benson. We had a meeting of the wheat producers in this 
past week, and we have discussed this question with them in some 
detail. The question has also been before our National Agricultural 
Advisory Commission, which is a bipartisan commission, on several oc- 
casions. They have not seen fit to a prove it. 

However, the plan which the wheat growers are now considering 
and which they reviewed with us last week is greatly improved over 
the original plan which they submitted. I think it is something which 
we need take some further look at. I understand that there is wide 
difference of opinion among farmers themselves on this issue. 

The Cratrman. Yes. 

Secretary Benson. And we feel, however, that with the program 
that has been recommended there is going to be a considerable benefit 
to these commodities that have shown some interest in the two-price 
plan. 

The Cuamrman. Mr. Secretary, I believe that the record will indi- 
cate that a large majority of the rice farmers in the four States where 
most of the rice is produced favor a two-price system. Don’t you 
believe that it might be well if we go into that phase of farm legisla- 
tion, to give it a trial on a commodity such as rice where not too many 
farmers are involved and not too many States? 
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Secretary Benson. I think if the Congress determines to try it out 
anywhere it would be best to try it on a crop which is confined to a 
relatively small area and in which a relatively small number of farm- 
ers are involved. 

The Cramman. Will you favor such program on a trial basis? 

Secretary Benson. I would want to study it a little further before 
I give it an endorsement. 

The Carman. If we continue studying we are not going to do it 
by February 15, you see. 

Secretary Benson. We will go right into it. 

The CHarrman. I wish you would, because if the committee will 
sti — by me as I hope it will, I plan to start hearings next. Monday 
or Tuesday, and have a bill before the Senate, if possible, not later 
than January the 25th. 

Secretary Benson. We did testify on this question at some length. 

The CHAIRMAN. Yes. 

Secretary Benson. I think before this committee some time ago. 
We made a pretty good record at that time. There are some new 
things we may want to add. 

The CHairmMan. Well, Mr. Secretary, you will coneede that this 
question of a two-price system has been before you for study, particu- 
larly with rice, for quite some time. As I understand you made a re- 
port that it would be very difficult to administer, and as I recall, the 
Department did not favor it so much. 

Secretary Benson. The foreign impact was one of the serious 
problems. 

The CuarrMan. Yes; I understand, but it strikes me that we ought 
to try and protect our own farmers for a little while and let the 
foreigners take care of themselves. 

In other words, I really believe that we have got just a little bit 
too much of certain commodities, and I want to say this: I believe 
that if it had been left entirely to the Department of Agriculture to 
sell the commodities abroad, that a better job would have been done 
without the interference we received from the State Department. 

Secretary Benson. We never do a perfect job down in the Depart- 
ment, but we do feel rather proud of the quantity we have been able 
to move in the last 2 or 3 years. 

The CHarrman. Yes. Now, Mr. Secretary, it is my hope then that 
you will give, that the Department will give, the two-price system 
for rice your immediate attention because, as I said, if you consult 
the gentlemen that accompanied us on this tour, it will indicate to you 
that the record is replete with suggestions from the rice growers, at 
least, and also from a good many wheat growers, that the two-price 
system should be given a trial. 

Secretary Benson. We will be ready not later than some time next 
week, Mr. Chairman, to consult with you further and give you our 
best judgment. 

The Cuamman. There are many other questions I would like to ask 
you, Mr. Secretary, but I am sure that my colleagues are waiting to 
ask you some questions, so I am going to suggest that they do so. 
Senator Aiken, do you have any questions ? 

Senator Arken. I have just 3 or 4. Mr. Secretary, since the Presi- 
dent’s message, I have heard some criticism that you may be sub- 
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mitting to the Congress now a program which you disapproved only 
a few months ago, and I understand that many thousand documents 
are being sent around the country which, in effect, charge you with 
advocating a program now which you disapproved under date of 
September 30 last fall. 

| would like to ask 3 or 4 questions which I think will bring out 
the difference between the program which was contemplated by S. 1396 
and the one which you now submit to the Congress. 

The first question is: Does your program contemplate—I refer to 
the soil-bank program—does your program contemplate a flat per- 
centage reduction of cropland among all States? 

Secretary Benson. No: it will be entire ly selective and voluntary, 
of course, and would not be uniform in all States. 

Senator A1kEN. And it does not in any way contemplate a flat per- 
centage reduction of cropland among all States, even carried down to 
the farm unit ? 

Secretary Benson. No; not among all States or commodities. There 
would be freedom, there would be choice on the part of the farmer. 

Senator Arken. That was my next question, whether your program 
contemplates a flat percentage reduction regardless of the type of 
farming, whether it is fruit or dairy or wheat or cotton. 

Secretary Benson. No; it does not. 

Senator ArkeN. Does your program contemplate withholding all 
Government supports and payments from any farmer who declines 
to reduce his cropland acreage ¢ 

Secretary Benson. No; it does not, Senator. 

Senator AtkEeN. Does your program contemplate acreage reserve 
features, is to be paid for in commodities, which would result in 
reductions in plantings? This reduction would come on the allotted 
acreage, whith was not provided for in the bill which you disap- 
proved. 

Secretary Benson. That’s right, it would come on the allotted acres. 

Senator Arken. And you contemplate that for the first 2 or 3 
years, at least, that part of the cost which would be paid for in com- 
modities would be much larger than the cost of the conservation re- 
serve program; is that correct? You said that you might use as 
high as a billion dollars worth of commodities. 

Secretary Benson. Worth of commodities, a large part of which 
would be recovered in the market place, sir. 

Senator ArkEN. I realize it would not be all lost. 

Secretary Benson. No; of course not. We would use a commodity 
which is depreciating in value, to get at this reduction of the surplus. 

Senator Arken. And these commodities will be a loss unless they 
are disposed of. 

Secretary Benson. Yes; as I pointed out, about 8 years and you eat 
up the value of wheat through storage and other costs. 

Senator Arken. Did the fact that last year Congress declined to 
direct compulsory cross compliance influence you at all in submitting 
a program providing for voluntary participation in the soil bank 
program ¢ ; 

Secretary Benson. Well, Senator Aiken, the more we studied the 
problem of cross compliance, the more difficulty we saw in the way 
and the less beneficial results we saw might accrue from it. 
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And this does get at the question of diverted acres, and those that 
were supporting cross compliance, of course, were hoping that that 
would get at the problem of diverted acres. I think this gets at them 
much more effectively. 

Senator Arken. We know that there will be those who will criticize 
the cost of this program and regard it as a total loss and a handout 
to the farmer. Do you see, and to what extent do you see, conserva- 
tion benefits to the entire country in the form of stronger national 
economy and stronger national security by putting this land to proper 
use ? 

Secretary Benson. I think there will be very definite long-term 
benefits resulting. Asa matter of fact, I think the farmers’ own land 
will inerease in value because of this program, because of the conserva- 
tion features in it. 

Senator Arken. I have one last question which is prompted by : 
question by Senator Ellender, as to the possibility of a farmer holding 
his certificates in return for reducing his planting of allotted acres, 
thereby hoping to get a higher price, which we hope will develop 
as a result. 

In the event the farmer decides to hold the certificates for 6 months 
or a year, and the Commodity Credit Corporation is still obligated to 
supply him with standard grade commodities, do you contemplate that 
the farmer would then pay the storage on those commodities from 
the date of the certificate ? 

Secretary Benson. No; I would think not, Mr, Chairman. 

Senator Arken. But suppose he decided to hold the certificate 2 or 3 
years, wouldn’t there be an expiration date on them somewhere? 

Secretary Benson. There will have to be a maturity date and an 
expiration date on the certificates, I assume. 

Senator Arken. I had not thought of that before until the question 
came up in connection with the one asked by Senator Ellender. 

The Cuatrman, Certainly it would have to be the year that you 
planted. 

Secretary Benson. Yes; there would have to be a limit on it, of 
course. 

Senator Arken. That is all. 

The Cuarrman. If my colleagues will pardon me, I have one im- 
portant question I failed to ask you, Mr. Secretary. 

If you recall, there have been suggestions made by some of us on 
the committee that we ought to aim at having the farmers produce 
quality commodities, commodities that are readily merchantable and 
salable. Will you have any objection to writing into the law a for- 
mula whereby rigid price supports would be made for the production 
of quality merchandise, if it were possible, of course, to define, put a 
yardstick in the bill that would define what we mean by quality and 
merchantable commodities. 

Secretary Benson. Yes. The Department now, as you know, has 
some discretion in the establishment of discounts and premiums based 
on quality. We announced a program for wheat for this coming 
year. 

Generally speaking, we feel that the market itself will reflect these 
differences in quality. We have got a good example in the case of 
durum wheat where the current market price has well been above 
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the support level because of the demand for that commodity and high 
milling quality wheat, that is true also. : 

The CuamrMan. Well, all that may be true, Mr. Secretary, but 
what I had in mind was a provision that would encourage the farmers 
to produce these quality commodities by guaranteeing them in advance 
of the planting that 1f you plant commodities that will reach the 
standards written in the bill, we will give you 90 percent of parity or 
maybe a little more than that, because we need them, we ought to 
have them. Wouldn’t you look with favor on a program of that kind? 

Secretary Benson. Certainly I look with favor on the production 
of quality products, the products which the market wants, and it 
seems to me the most effective incentive to a farmer is the premium 
which is paid in the market place for that quality item. 

The CuarrmMan. You would be surprised how much more he might 
plant if he knew at the time he produced it and had it for sale that he 
would have at least so much. 

Secretary Benson. We don’t want to get into position where we are 
fixing price on a particular quality because we will fix it at a level 
that will bring too much production, we will be back piling it up in 
Government warehouses. 

The CnatrmMan. That would be far from my intention. As you 
know, Mr. Secretary, when we ended up the year let us say in wheat, we 
had 1,030 million bushels of wheat on hand and as I recall, almost 
two-thirds of that was not considered of the millable types that the 
mills liked. 

By the same token with respect to cotton with over 10 million bales 
on hand we had in the neighborhood of 42 percent as I recall under an 
inch, 

Secretary Benson. I think there has never been a time when we 
have not had in CCC stocks a great abundance of good millable wheat. 
There have been statements that much of it has been in bad condition 
but generally speaking our stocks have been in good shape. In the 
case of cotton I have a memorandum on that. The average grade of 
CCC stocks on hand August 1, 1955, was slightly higher than the 
average grade of total stocks and that of the last 2 crop years. That 
is, our stocks averaged a little higher than stocks outside of CCC. 
That is, the quality averaged a little higher. The cotton shorter than 
1 inch staple in CCC stocks today is 38 percent of the total. That was 
on August 1, 1955. During the 5 years, 1950 to 1954, 76 percent of the 
cotton was shorter than 1 inch. 

The Cuarrman. What do you attribute that to, Mr. Secretary? 

Secretary Benson. I didn’t finish the last statement. Seveuty-six 
percent of the cotton shorter than 1 inch was produced in Texas, 8 
percent in Oklahoma, and 16 percent in other States. But all the way 
through a good percentage of our cotton has been of the better grades. 
We do have some of the lower grades, of course. As I mentioned here, 
38 percent was shorter than 1 inch on August 1 of this year of our total 
stocks. 

The Cratraan. Would you attribute the lesser amount of shorter 
cotton today, that is 1955 compared to the years past, to the fact that 
since we had acreage control the farmers probably selected the best 
land they had and used more fertilizer and better seed and a system of 
production and a better season ? 
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Secretary Benson. That could be an influence. 

The CuarrMan. Senator Johnston ¢ 

Senator Jounsron. Mr. Secretary, I notice you state her on the soil 
bank it would be voluntary and temporary. Do you mean by tempo- 
rary that a man takes his acres out of cultivation this year, he can put 
it back next year? 

Secretary Benson. No. In the case of the acreage reserve it would 
be temporary in the sense when the sur pluses were moved down to nor- 
mal that part of the program would end. The conservation program 
would go on as long as the Congress thought it was necessary. 

Senator Jounsron. In that you make this volunti iy for the farmer, 
each individual will be the one who will give up his acreage; is that 
right ¢ 

Secretary Benson. Yes. 

Senator Jonnsron. So the human element will enter into it; isn’t 
that it? 

Secretary Benson. Yes. 

Senator Jounsron. Say a big farmer that has a big outlay of irri- 
gated farm and already has his machinery do you think he is going 
to give up any of his acres? ; 

Secretary Benson. There again, Senator Johnston, it will depend 
upon the incentive. The farmer will decide what is his best alter- 
native. 

Senator Jounsron. Today we find that a great many farmers are 
giving up some acres say, in cotton year after year; isn’t that true? 

Secretary Benson. Yes. 

Senator Jounston. They kind of go out of the growing of cotton 
volume themselves, isn’t that true ? 

Secretary Benson. Well, I don’t know how. There is some of that, 
of course. There is always some of that shifting. 

Senator Jonnston. There has been a great shifting in the growing 
of cotton and other commodities at the present time and of the rais- 
ing of cattle there is a shifting of that. 

Secretary Benson. That is true. 

Senator Jounston. Those people who are going out of the raising 
of cattle or the growing of this commodity, you are going to give 
them money because they would probably have gone out of that any- 
way, isn’t that true? 

Secretary Benson. I think there would be very little of that, Sena- 
tor. Of course, any person who has an acreage allotment I assume 
would be eligible to cut back on that acreage allotment and therefore 
qualify for payments under the acreage reserve. 

Senator Jounsron. Take my State for instance, in cotton they don’t 
grow all the cotton you allow them now, do they? The percentages 
are way below them each year. 

Secretary Benson. There are some farms of course that underplant 
each year. Overall you use up your acreage allotment for the State. 

Senator Jounston. We try to distribute it back to other people. 
You will find a great many of that is sent back to the counties. This 
man is not going to send it back to the counties to give it to any other 
farmer if he will get paid for it, see. 

Secretary Benson. The objective is to reduce the total acreage 
planted in order to get at these surpluses. 
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Senator Jounston. So we do run into all these troubles in any soil 
bank we set up. 

Secretary Benson. These are some of the administrative difficulties 
that will have to be worked out. 

Senator JoHnston. Some of the difficulties we are going to run into. 
Now, then, I believe the President put out a great ery to help the little 
farmer; isn’t that true ? 

Secretary Benson. Well he has been very much interested as we 
all have I'am sure in the problem of the low-income farmer. 

Senator Jounston. Do you think that this soil bank will put more 
little farmers out of the acres that they have or the big farmers. 

Secretary Benson. Well, the whole thing is voluntary. 

Senator Jounstron. I know it is volunt: ary, but if a man raises 
cotton maybe a thousand acres or more, some of them have three, 
four, five, and ten thousands and they have the machinery already 
bought and the irrigation put in, do you think that man will cut 
off much on his acres? 

Secretary Benson. He may find it to his advantage not to cut down 
any. He gets some benefit because of the improvements in market 
prices: 

Senator Jounston. He will stay in and get it too—the big farmer. 

Secretary Benson. I don’t know about the big farmer or the small 
farmer. He will choose what is best for him. You come back to the 
incentive that is offered. If the incentive is high enough to cover the 
net return plus a little more on those acres, he will go into the program. 

Senator Jonunston. Let’s look at the certificate for a few minutes. 
This certificate will be good for so many dollars or so many pounds of 
cotton or so many bushels of wheat ; is that right ? 

Secretary Benson. The certificate I assume will carry a dollar 
value. 

Senator Jounstron. At the time you issue these certificates, suppose 
the commodity later goes up, no one will buy it if it goes up. He w ill 
ti ake the commodity if the commodity is worth more than the dollar 
isn’t that true? 

Secretary Benson. He would have his choice at the time to either 
take it in dollars or commodity at a certain price. 

Senator JoHnston. You know yourself the man will take the thing 
that he can get the most of if the commodity is worth more than the 
dollar, he w ill take the commodity ; isn’t that right ? 

Secretary Benson. I am anxious he get all that he can in reason. 

Senator Jounston. If the commodity is lower, he will not take it 
and that is the time the farmer needs it; isn’t that right ? 

Secretary Benson. The certificate would probably be calculated on 
the basis of the support level. 

Senator Jounston. If you had a certificate worth say 

Secretary Benson. Then he could cash it any time he wishes. 

Senator JouHnston (continuing). $200,000 or a hundred thousand 
bushels of wheat, and you found that the hundred thousand bushels 
of wheat was not worth but $150 million, it had gone down to that, 
you wouldn’t take it in wheat, would you? 

Secretary Benson. The certificate will have a dollar value on it. 
He me translate it into dollars or into wheat I suppose at the current 
eve 
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Senator Jounsron. You are not disposing of your commodities that 
you want to dispose of so badly. When it goes down, it works in the 
opposite direction. Isn’t that true ¢ 

Secretary Benson. You are cutting down the supply and that in 
itself will provide a vacuum into which you can move commodities 
out of CCC stock so that is the same effect. 

Senator Jonunston. Hadn’t we better have it some way when the 
commodity goes down, the farmer will be protected instead of protect 
ing him when that is already gone up. We can probably work out 
something in the certificate. 

Secretary Benson. That is right. 

Senator Jounston. But if you keep it the same, you will work into 
that problem, I believe. 

Secretary Benson. Yes. 

Senator Jonnston. Now, then, another thing. You haven’t given 
up everything. You haven’t changed; you are not for 90 percent par- 
ity for all basic commodities, are you? You haven't changed on that, 
have you? 

Secretary Benson. I wouldn’t think so, Senator from anything in 
here. 

Senator JoHnsTon. So you just changed in some few things but not 
the main thing as I see it. 

Secretary Benson. We are constantly striving to strengthen and 
broaden our programs and I am willing to accept anything that | 
think is economically sound and feasible and workable and good for 
the farmer. 

Senator Jounston. What I am getting at is when the newspapers, 
some of them, say you made an absolute flopover you have not flopped 
all the way over? 

Secretary Benson. I don’t think I have flopped at all. 

Senator Jonunsron. That is all. 

The CHarrMan. Senator Young? 

Senator Youna. Mr. Chairman, I want to say first there is much in 
your statement that meets with my approval. In fact I think you go 
a little further in some directions than I would go myself. For 
example, I think this is the first time since the depression years of the 
thirties that we propose to pay something to the farmers for doing 
nothing. We propose also to pay them for plowing under wheat, isn’t 
that true ¢ 

Secretary Benson. In areas where it is an accepted practice of soil 
conservation we suggest that provision be made so that a growing crop 
of wheat could be worked into the soil. There are some areas where 
that is an accepted practice, as you know. 

Senator Youna. But under the acreage reserve program you would 
pay farmers to plow under wheat now, wouldn’t you ? 

Secretary Benson. No; not in all cases. If it is an area where that 
is an accepted practice, I assume that it could be used. 

Senator Youne. How would the acreage reserve program affect the 
winter wheat for producers this year, if he didn’t plow it under ? 

Secretary Benson. To that extent that that practice was followed it 
would get at the winter wheat already seeded. That is the reason it is 
provided. 

Senator Youne. It wouldn’t have much effect on this year’s wheat 
crop? 
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Secretary Benson. It would leave some effect on the winter wheat 
but only to the extent that something was done with what is already 
pl: unted. 

Senator Young. May I pursue further this question of 90 percent 
support? Would you approve a program for 90 percent support or 

above 90 percent parity for the top-quality wheat or lower support, 60 
or 70 percent of parity for wheat produced that is only good for feed 
pt rposes'? 

Secretary Benson. We don’t have separate parities for the different 
grades. We do have some discretion to adjust these support levels for 
the average grade to take up any discounts that are imposed on the 
lower grades. 

Senator Youne. But they must average out at 76 percent of parity ? 

Secretary Benson. That is our obligation to see that they do, yes. 

Senator Youne. I would think that the only way you could help 
most of the producers this year would be to raise the support levels 
such as you have done in soybeans and flaxseed, as you propose to do, 
rather. Why do you raise support prices for soybeans? I am not 
opposed to it, but I can’t understand your logic. Soybean produc- 
tion this year is at an all-time high and the carryover is at a near all- 
time high. 

Secretary Benson. Currently, soybeans are selling at substantially 
above support. There is a vigorous export market for soybeans and 
edible fats and oils. A reduction in cotton production in 1956 will 
reduce the supply of cottonseed oil and meal. Also, one of the big 
factors was the fact that our overall supply of protein is not excessive 
and when it is related to our heavy livestock population—and cattle 
and hogs are at peak pevels you know—we think we are justified in 
some adjustment there on soybeans. 

Senator Youne. Why don’t you make an adjustment on others? 

Secretary Benson. We are reviewing all commodities. 

Senator Youna. Recently I’ve noted the Department of Agriculture 
is concerned with cheap prices for feed because of the results it has 
had in cheaper prices for pork and beef. 

Why don’t you raise the support price for oats? As regards sur- 
pluses, oats is in a better position than soybeans. 

Secretary Benson. We have a tremendous carryover of oats and 
other feed grains. It is not a high-protein feed to the extent that 
soybeans are of course. Nor, is the demand-supply picture as favor- 
able. 

Senator Youne. There are many more questions I would like to ask 
but I know there are other members of the committee who also have 
reese 

Secretary Benson. I am glad to come to your office and discuss it. 

Senator Youna. We are moving in the direction of more and more 
controls and it may be necessary. Is that an admission that flexible 
supports will do little about controlling surpluses ? 

Secretary Benson. As a matter of fact, I think this moves into the 
direction of less controls. Everything we are recommending here is 
voluntary and the purpose is to clear the decks so we can give the 
flexible support program an opportunity to operate. It is smothered 
now under the burden of some stocks overhanging the market. There 
are a number of things in the wheat legislation that tend to go in the 
direction of greater freedom. 
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Senator Younc. Do you think that lower prices of farm commodi- 
ties have tended to reduce production ? 

Secretary Benson. Well, during the wartime, when we wanted to 
get maximum production we used as the incentive to get it, the high 
incentives ai course, the high supports. I am very anxious that the 
supports be at any level that will move the commodity into consump- 
tion but if it is oan going to pile it up in Government warehouses then 
that is a depressing effect on our market. Our economists estimated 

that the income in 1955 would have been $2 billion more had it not 
been for the overhanging surplus. I want to get rid of that surplus. 

Senator Younc. How do you account for the fact that this year we 
have the highest production in history despite the fact that the prices 
of farm commodities have dropped 30 percent since 1951? 

Secretary Benson. We will have to give the good Lord most of the 
credit. We had all-time high yields per acre. 

Senator Youne. Low prices had no effect on the production ? 

Secretary Benson. Prices always have an effect but I think that 
was not a major item in this year. 

Senator Youna. I would like to thank you, Mr. Secretary. 

The Cuatrman. Senator Holland? 

Senator Hottanp. Mr. Secretary, I certainly think that the stat: 
ment is constructive and I wish I could ask questions regarding most 
of the points in it but I am going to have to confine myself largely 
to questions that relate to the acreage reserve. I note that you state 
that that reserve will be voluntary and temporary. 

The reason why it would be temporary is because it would operate 
only until the surplus stocks were reduced to a reasonable carry- 
over; is that correct ? 

Sehretaey Benson. That is correct, Senator. 

Senator Hotianp. As to its voluntary nature, is the reason why 
you want to make the acreage reserve voluntary the fact that you 
think if it was made compulsory that the allotment programs might 
not be adopted by the requisite number of producers? 

Secretary Benson. That was one factor. That was not the only 
factor or the major factor probably. We just felt we could get 
participation and give greater flexibility to the program if we gave 
the farmer an opportunity to choose. We will have to set some guide- 
lines of course, probably a limit, what proportion of a farm can be 
brought in? We will probably set goals and give considerable flexi- 
bility and leeway to the administrators of the program in the States 
and in the counties. 

Senator Hotuanp. One of the reasons you are making it voluntary 
is because you don’t want to upset the willingness of the farmers by 
the required majorities to continue to approve an allotment program. 

Secretary Benson. Yes; I think that was a factor in our considera- 
tion. 

Senator HoLttanp. Now, I note on page 6 of your statement eight 
lines from the top reference to the size of the acreage cut proposed 
under your acreage-reserve program. What is the size of the acreage 
cut that you propose, for instance, in the case of wheat? 

Secretary Benson. In our estimates we have contemplated about 
12 to 15 million acres of wheat. 


Senator Hottanp. What percentage would that be as applied to 
the plantings of 1955? 
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Secretary Benson. In 1955 the minimum acreage was 55 million. 
About 20 percent of the acreage planted in 1955, I would say. . 

Senator Horianp. I noticed that the illustration that the Presi- 
dent gave in his message applied a 20-percent figure. What you are 
hoping for is something lke a 20-percent reduction in acreage on 
the average ¢ 

Secretary Benson. That is right. Until the surplus is moved out. 

Senator Hotitanp. And that would mean, would it not, that there 
will not be any limitation in the amount of the reduction that any 
particular farmer could make / 

Secretary Benson. We would assume probably there might be a 
limitation. You set your goal and let the State administrators pos- 
siblv would want to set some maximum, so that all farmers would be 
given an opportunity to participate. 

Senator Hotitanp. We know, of course, that when you start that 
there is going to be a considerable number of farmers that will not 
voluntarily put themselves under the acreage restriction because of 
reasons already suggested in this record. 

Now you have proposed to offset that by allowing sizably more 
than 20-percent reduction in any particular case if a farmer volun- 
tarily requests it as to his allotted acres. 

Secretary Benson. Yes. I think there would need to be flexibility 
in it. 

Senator Hottanp. What is the maximum percentage of retirement 
of alloted acreage that you recommend to be allowed to any particu- 
lar farmer of wheat ? 

Secretary Benson. That is a detail we really have not firmed up. 
We have some people working on it and we will have some sugges- 
tions to make on some of those details but we have not firmed it up. 

Senator Hontianp. Well, you recognize of course that it is going 
to be necessary to have such a limitation. If not, you would probably 
tind many small farmers electing to put in all their acres. 

Secretary Benson. That is right. 

Senator Hotzanp. You don’t want that result. 

Secretary Benson. Generally speaking I think no. But if it is to 
their best advantage to do it, it may be all right. You may want 
to limit it to a percentage of their acreage in that crop and then 
provide for a minimum to take care of the small farms. <A certain 
number of acres regardless of the size of the farm and the quantities 
grown but then set an upper percentage. 

Senator Hottanp. Then you don’t want to have a restriction which 
would preclude small farmers with limited acreage from turning all 
of that alloted acreage into this acreage reserve program ? 

Secretary Benson. This acreage, I think not, I don’t know. That 
is something we need to study a little further I think, Senator, but 
certainly the small farmers ought to have an opportunity to partici- 
pate in the program. 

Senator HoLttanp. The point of this part of my questioning is this. 
You refer to the size of the acreage cut proposed. You have indi- 
cated you propose about a 20-percent cut overall. It seems to me 
that it is absolutely necessary if you are working toward a goal to 
also have limitations in the field that I have just been discussing. 

Secretary Benson. I think that is right. 








3328 PRICE-SUPPORT PROGRAM 


Senator Hotxianp. To come to the certificates, would they cover the 
total value of the estimated amount of the commodity that the farmer 
could produce that part of his acreage which he puts into the acre- 
age reserve ¢ 

Secretary Benson. The net return, the normal net return from 
those acres I assume is a minimum. Congress may want to raise it 
just a little above that net return in order to make it more attractive 
for him. 

Senator Hotzianp. Let’s make it specific. In the case of a wheat 
farmer that produces on the average 15 bushels to the acre, suppose 
he is retiring 20 percent of his allotted acreage and his certificate 
would cover that 20 acres, what percentage of the value of the crop, 
that is the sales price of each, would be covered by the certificate / 

Secretary Benson. That is another detail we have not worked out. 

Senator Hotianp. Isn’t it an all-important detail ? 

Secretary Benson. Yes; very important. 

Senator Hottanp. You don’t want to leave the impression at all in 
this record that what you propose to do is to have certificates which 
will cover the full value of the amount of the wheat that the farmer- 

Secretary Benson. No. I think I made that clear. If I have not 
I would like to restate it. The certificate would cover approximately 
or a minimum at least of the net return he normally gets from those 
acres he is taking out from his allotment. 

It probably would have to be just a little higher than his net return 
in order to make it attractive to him to come in, that is the net return 
he normally gets from those acres based on normal yields. 

Senator Hotnanp. Would that be with reference to each bushel- 
40 cents a bushel or what ? 

Secretary Benson. I assume, that the certificate would be related to 
the support level for that commodity in figuring out the actual dollars. 

Senator Horuanp. Would you give some approximation of the 
amount per bushel that you would expect the certificate to cover? I 
think it is all important that this record show something specific in 
this field, because the impression has already gone out and is being 
reflected for instance in my mail, that what you propose is to allow 
the farmer to claim from the CCC stock the exact bushels that he 
would have produced, whereas I now see, and I thought this was the 
case all the time, that what you are trying to do is to approximate the 
profit he would make on that return and to give him a certificate which 
allows him to either take that amount in cash or to claim from the CCC 
stocks the amount of bushels which that particular amount would 
purchase at support price levels; is that correct ? 

Secretary Benson. That is correct. 

Senator Hotxianp. That, of course, is a very far different thing 
from the general impression which has gone out. I am afraid it is 
too generally understood that what the farmer would get under the 

ertificate would be the right either to his dollars or to claim the same 
amount of bushelage that he would have produced on the acres out of 
his allotment which he turns into the ac reage reserve. 

Secretary Benson. As you pointed out, then it will be necessary to 

carry on a very comprehensiv e and vigorous educational program in 
connection with this if the Congress decides to move in this direction. 

Senator Hotianp. There has been contention in recent years that 
many of the farmers have not had any net return from their wheat 
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production for instance. How would that kind of case be covered 
when the certificate was simply assuring them the net return which 
they would have received from that part of their acreage which they 
turn into the acreage reserve ? 

Secretary Benson. The incentive overall would have to be such as 
to induce them to come into the program and if they—there may be 
cases, of course, where they have not made any net return. Generally 
I think there has been some net return. The incentive would have to 
be applied at a level that would attract enough farmers to participate 
in it to make it effective and try to achieve the goal. 

Senator Hotianp. I thoroughly agree with you that if the program 
is to become effective then it has to be such as to offer a real inducement 
to farmers to retire acreage and I have hoped that you would suggest 
a specific program because it seems to me that the program cannot 
be based on the certificates covering ordinary net return but on a 
substantial inducement beyond that to persuade the producer to put 
some of his acreage into the acreage reservation. 

Senator Benson. Some of the guidelines will need to be written in 
the law but I hope there will be adequate flexibility in the adminis- 
tration so we can meet these special cases as we go along. 

All of these details have not been worked out. It was only last 
weekend that these recommendations were worked out finally but we 
have people working on them now and we will be glad to come back 
very shortly and consult further with the committee on some of these 
details. 

Senator Hottanp. I would think that it would be absolutely neces- 
sary that the legislation should prescribe the standards very carefully, 
otherwise I can’t conceive of any pressure that you have been subjected 
to in the past which would be comparable to what you would be sub- 
jected to if you had turned over to you a program which left it up 
to you as to how much you will allow to go into these certificates. 

You agree with that; don’t you? 

Secretary Benson. That is a very powerful statement. Yes; I 
agree. There should be some guidelines set very definitely and spelled 
out as much as it is practical in the law. That would help us if we 
are expected to administer the law. 

Senator Hottanp. Had you given thought to the displacement of 
business affected by these voluntary retirements, for instance, seed 
business, fertilizer business, labor market, equipment market, and 
the like? 

Secretary Benson. Yes; we have given consideration to it, because 
it is very much in our mind. Our past programs have cut back 
farmers 1n some areas to the extent that it has affected the economy 
of the local areas. 

That is one of the reasons why I think there will have to be some 
provision to spread this out and not to concentrate it in a few areas 
so that the cutback will not be so heavy that it will adversely affect, 
the local communities. 

Senator Hotianp. You understand, of course, that a cutback of 12 
million acres of wheat production would have a very real effect on 
all of the markets that I have mentioned and perhaps on others that 
I have not mentioned. 

Secretary Benson. Yes; and we would hope at the same time it will 
give some buoyancy to prices in the market also and it will thereby 
increase the farmers’ income on that portion he did produce. 
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Senator Hotianp. With reference to the conservation reserve I 
think that is easier understood. Is it correct that that does not have 
to come out of allotted acreage? 

Secretary Benson. That is correct. 

Senator Horianp. It does not even have to come from price sup- 
ported commodity acreage? 

Secretary Benson. That is correct. 

Senator Hotianp. It may come from any acreage whatever. Isn’t 
it more comparable to a sizable enlargement of the ACP program 
than any other comparison that could be made? 

Secretary Benson. Possibly it is. Permitting longer time com- 
mitments it is more like the ACP Program. 

Senator HoLianp. It is really an enl: irgement on a vast scale of the 
soil-building practices which we had under the ACP program which 
you suggest in this conservation reserve. 

Secretary Benson. I think that is true in a general way. 

Senator Hotitanp. Mr. Chairman, I yield. These issues are so in- 
teresting that I yield with reluctance; but we shall hope to have much 
additional guidance from you. 

Secretary Benson. Thank you. 

The CHarrman. All of us feel the same way, Senator Holland. 
Senator Thye 

Senator Try. Mr. Secretary, in the main you have outlined a pro- 
posal here which will enable us as Members of C ongress to work out an 
effective program that will promise to lift the farm economy to a 
higher level than it is at present. There are phases of the pro- 
gram that I think are particularly constructive and they are those 
dealing with the diverted acres. 

There lay our trouble last year. The man who reduced his cotton 
acreage and complied on cotton, but stepped over and produced corn 
on his so-called diverted acres from cotton, nullified what reductions 
were made in the Corn Belt. 

Secretary Benson. Right. 

Senator Ture. The man who reduced wheat acres, planted barley, 
bought sows, farrowed pigs and fed the barley. He nullified what we 
endeavored to do in the feed-producing area and he helped to glut the 
pork market. So you have approached in a very realistic manner 
this one problem of how to get compliance on diverted acres; that is, 
compensating for soil-building practices. There are, however, a few 
phases in the program that have me uncertain as to their ultimate 
effect. For instance, on an increase in flaxseed and soybean support, 
which, of course, is something from which we in Minnesota and in 
the Northwest will greatly benefit—Minnesota is one of the high soy- 
bean-producing and flax-producing States—you will be dealing with 
high protein feed. Isn’t the end product of high protein feed more 
pork, more beef, more eggs, more milk? Isn’t that the end result of 
increased proteins ? 

Secretary Benson. Of course, that is the purpose. It is to provide 
adequate prote in supplies for a very heavy livestock situation. The 
oil situation is very improved. However, reduced cottonseed meal 
production will probably offset any increase in soybean meal. 

Senator Ture. I know. 

Secretary Benson. This is a very important source of oil. 
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So we don’t have anything overhanging the market in the oil stocks. 

Senator Ture. However, now, knowing of the increase in the soy- 
bean acreage of the past year, and knowing of the problems in the 
pork market today and knowing the anticipated situation of beef— 
and I think I see : also the trend in the dairy industry—if we have an 
increase in the supply of protein feeds will the end product continue 
to be a problem to you because of the abundance of pork, beef, as well 
as eggs and possibly dairy products? 

That is the question. which concerns me, and yet I want to com- 
mend you for specifically making certain that in that Northwest 
region we are promised a better return for crops which we normally 

can grow. I do, however, recognize a possible problem with respect 
to beef, pork, and dairy products. 

Secretary Benson. Of course we feel that the acreage reserve pro- 
gram, Senator Thye, will tend to reduce somewhat the feed grain 
total acreage and the soil bank will also affect cotton which will affect 
production . of cottonseed meal and oil. 

So you have these other factors that we think will offset any possible 
increase we will get in soybean or flax. 

Senator Ture. It is a situation that will have to be watched very 
carefully and that is the reason I bring it up. 

I should have first commended you and then gone on to say that 
[ had won one of my major objectives in getting a promise on the 
question of soybeans and flax, because we are definitely interested 
in our State, but I couldn’t help but see the problems which might 
arise with respect to the end products from high-protein feeds. 

Secretary Benson. You remember about 2 years ago we actually ran 
short of protein for livestock. It was at that time that we sold large 
quantities of powdered milk for feed. 

With our very heavy livestock population we don’t want to get into 
a position where we are short of protein feeds and I think this will be 
justified this coming year. 

Senator Ture. Thank you for that reply. The other question that 
concerns me very much is that you stated you were increasing pork 
purchases, 

Secretary Benson. Yes. 

Senator Ture. It immediately occurs to me that last spring’s far- 
rowed pigs are already marketed, and many of them hit the low 
market . 

Secretary Benson. That’s right. 

Senator Tuy. We know fall pigs—last fall’s—will come to mar- 
ket any month from now on into the spring. You will benefit this 
producer. However, here is the question. 

Will the man with inventories today be the beneficiary of your in- 
creased pork-buying and increased price due to the fact that you are 
buying heavily, but the consumer will not necessarily be the bene- 
heiary of the lower pork pr ices that the producer suffered in the past 
3 months or even 4 months? There lies the problem. Unless yon, as 
secretary of Agriculture, get on the air, if you see a trend to a sti.ler 
pork market in retail channels, and flay those who may take advan- 
tage of the increased pork price due to your stepped-up purchases, 
unless that is done, the Treasury will have to a great extent aided those 
who now hold the inventories. As you step up your buying, it should 
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result in stronger markets, but it will be reflected in wholesale and 
retail prices unless you are in there as Seeretary. 

It does not do me much good to cry out that the consumer is being 
taken, but I believe you, as Secretary of Agriculture can have a very 
potent effect upon the retail as well as the ‘wholesale market. 

Secretary Benson. Senator Thye, you may overemphasize my in- 
fluence. 

Senator Ture. No, sir; I do not think so. 

Secretary Benson. But I share your concern very deeply. The 
spreads as between farm prices and prices at the ret tail level—and you 
know the study we are making in these spreads constantly, we are 
digging in vigorously and I would not hesitate to go at the matter 
even more vigorously if I find there is a real basis for it and I am in- 
clined to think there might be. 

Senator Ture. That is the reason I bring it out here, because we 
have excellent press representation here. I don’t want it to happen, 
as it so often has happened, that clerks and others interested refer to 
the farm support programs as being responsible for the high cost of 
food to the consumer. I don’t want that to happen when I know of 
the extreme low pork prices the producer has sutfered in these past 4 
months. 

The other question deals with a relationship of supports to the 
amount of commodity loans given the producer. We received much 
intelligent testimony throughout the fall on that question and I think 
it is a very serious one. I have endeavored for the past 6 weeks to 
get specific information from your Department relative to average 
commodity loans and the percentage of producers who receive loans 
of certain amounts. I have not been able to get the figures because 
you apparently do not have the figures for 19! 54 or 1955. I have now 
directed a letter to you asking for such statistical information as I 
think it is necessary that we get those figures. In a magazine article 
we all have seen referring to a million dollars or more in commodity 
loans, three and four hundred thousand dollars commodity loans, if 
that article is true and there is no doubt in my mind but what it is, then 
this must be corrected. If not, the Government is actually underwrit- 
ing the one who is in agricultural production as a means of investment. 
In other words, the Government is assuming a part of his financial 
risks and is underwriting them. It is my belied, therefore, that we 
must correct this situation and approach it in a realistic manner. 

I have seen too many—and you have too—of the smaller farmers 
who could not bid as high a rent per acre annually as the big corporate 
type farmer. The sm: aller farmer lost the opportunity to ‘Tent. The 
corporate farmer either bought or rented it. We have seen this trend 
across the Nation. We must stop it. I introduced a bill a few days 
ago providing a graduated scale of supports based on the amount of 
commodity loans. It is designed to help the family farm. If a man 
comes along and makes an application for a small commodity loan 
he is not the man who adds to the surplus. However, he oftentimes 
needs to get cash in the fall to pay his obligations and he will redeem 
the loan in the spring. This is the farmer who should be helped. 

Secretary Benson. Those studies we made were for internal use. 
However, if the Congress should direct us to release them we will be 
happy to do so of course, but we have used them in connection with 
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our internal studies. We have not made them public and they do not 
cover the 1953 crop as I recall, 

Senator Tryp. i do believe as we study the need to control the 
amount of a commodity loan asad by CCC that we shall have to 
have those figures. 

Secretary Benson. That would be helpful to the committee and 
we can make them available. 

Senator Ture. Is there not a sound reason to give consideration to 
the question of a small operator who obtains a thousand dollar com- 
modity loan and his eligibility to receive a higher percentage of price 
support than one who obtains from the Commodity Credit Corpora- 
tion a loan running into the hundreds of thousands of dollars? If 
we could conceive and dev elop a scale that would be just and equitable, 
would we not accomplish this: we would eliminate the destructive 
elements that have been threatening the small family farmer across 
our Nation because he could not compete with the big operator with 
diesel powered units and big machines who got the maximum return 
for man-hour labor? Wouldn’t that be an ‘approach that would be 
sound and constructive ? 

Secretary Benson. Certainly it is worthy of careful consideration. 
I can see some administrative difficulties in the way, but you have that 
in most programs. It may serve as a means of boosting the general 
price support level unless there was a corresponding reduction on the 
heavy, on the large side. In which event you may get it to a point 
where you produce more than the market would take. You have to 
take that into consideration. 

Senator Tuyr. The last thought that I want to mention is that if 
you got the support price low enough to the large operator, then you 
would in effect have actually a two-price system because the large 
operator would have very small if any oe The cash market or the 
market place should offer more than what the commodity loan would 
be and that would actually put your surplus into the international 
channels on a price level that would be competitive with international 
prices and if you had the large operator receiving only a small portion 
of acommodity loan, he would then offer his on the cash market rather 
than to offer it to the Commodity Credit Corporation on loan. That 
thought has come not only from my mind, but from others throughout 
this land, and I think we need to give it very careful study. 

Again I commend you for broadening up a proposal here on which 
I think we can legislate constructively. 

Secretary Benson. Thank you. 

The CuamrMan. Senator Anderson ? 

Senator Anperson. Referring to page 3 of your paper, you mention 
that, aggressive as disposal efforts have been, they have not kept pace 
with the problem. I look at charting w hich is the lists surpluses 
and it shows, for example, that cotton ‘has gone from 5,600,000 bales 
to 13,300,000 bales during these last 3 years, indicating that aggressive 
as the steps may be they “have not been enough to move the cotton. 

Have you any other ideas for moving it? 

Secretary Benson. We have recommended certain things here to 
broaden our authority. One of the big factors in that big step-up last 
year was weather. We aimed for a 10-million-bale crop nants we ‘got 
15 million bales. 
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Senator Anperson. During this time the acreage of cotton has gone 
down from 25 million acres to less than 8 million acres and the carry- 
over has doubled. What will you do to get compliance, which I doubt 
you will, on the voluntary system? If you get compliance to reduce 
acreage 20 percent, you will still increase the cotton carryover. Isn’t 
it desirable to put restrictions on the basis of bales produced rather 
than on acres ¢ 

Secretary Benson. That was suggested as you recall in the Presi- 
dent’s message. It will be studied. 

Senator ANpeErson. I notice on page 4, you recommend the program 
of acreage will apply to wheat, cotton, corn, and rice—Why not 
peanuts and tobacco? Particularly tobacco ? 

Secretary Benson. We thought particularly these are the crops 
that are planted in larger acres and these are the ones that are in 
serious distress. We have some surplus on tobacco and some of the 
varieties of course at the present time, but we thought we ought to 
try it out on these crops that cover larger areas probably first. 

Senator Anperson. You do recognize that you are in some trouble 
on tobacco ? 

Secretary Benson. Yes; in certain varieties that is true. 

Senator Anperson. Now on rice, which is in this program. We 
used to produce some 17 million hundredweight of rice and then we 
got up to 30 million. Last year or the year before we had 50 million 
hundredweight of rice. 

You have no visible market for more than 30 to 32 million. Are you 
eoing to shrink that down from 50 to 32 or will it be dropped pretty 
gradually ? 

Secretary Benson. Any adjustment ought to be gradual, I would 
hope we can do some expansion in sales abroad. I feel that our rice- 
growers in this country can produce rice as efficiently as they can 
anywhere. I hope any program that is approved would be such as 
to give us a firm competitive position in the world’s markets. 

Senator Anperson. Don’t you feel that the rice surplus will con- 
tinue for many years unless there is a drastic reduction in acreage ! 

Secretary Benson. There will have to be some reduction, yes; or an 
expansion 1n outlets. 

Senator Anperson. On page 5, you mention that legislation will 
establish suitable criteria. 

Secretary Benson. There is the other alternative about turning 
loose and putting the support on a discretionary basis. That was 
suggested as a possible alternative for the consideration of the 
committee. 

Senator Anperson. You mention suitable criteria on page 5. Will 
you submit them to the committee? Senator Ellender is very anxious 
to get out a bill early. It would be unwise for the committee to try 
to establish these criteria alone. Surely they ought to be suggested 
by the Department. You have people all over the ¢ country 

Secretary Benson. They are in course of preparation ‘right now. 

Senator AnpEerson. Now may I turn to— 

Secretary Benson. We are also working on a draft putting in legis- 
lative or legal language, provisions which will be necessary we think 
to carry this mto operation. 

Senator Anperson. May I return to one question which was asked 
you earlier about rigid price supports on quality goods? I didn’t quite 
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understand that you answered him definitely. Senator Ellender, as I 

recall it, said “Would you look with favor on these rigid price sup- 

ports if they resulted in improved quality?” Your answer was you 
always looked with favor on improved quality. 

The intermediate step is: Would you look with favor on rigid price 
sup ports ¢ 

Secretary Benson. I think it would not be to the advantage of the 
commodity to have rigid price supports on any quality. You get into 
price fixing then and you may produce more than the market will 
take which piles up again and depresses markets. We have to guard 
against that. 

Senator Anperson. You said earlier that 76 percent of this short- 
staple cotton was produced in Texas. If you raised the quality sched- 
ule to 1 inch in place of seven-eighths, 76 percent of your penalty 
will fall on 1 State, the State of Texas. I can’t imagine that Sen- 
ators or Congressmen from that State would be wik lly enthusiastic. 

You indicate that corn might be put on a discretionary basis. Isn’t 
the present flexible basis a discretionar y basis? Have you not author- 
ity to go anywhere you want between 75 and 90 percent regardless of 
the size of the carrier ? 

Secretary Benson. Yes. There are certain criteria set up by the 
Congress as you well know, but there is leeway. In fact we can go 
above 90 percent. 

Senator ANpERsoN. You understand that I have believed that you 
should have authority to go about where you want to on these things. 

Secretary Benson. I understand. That is borne out of experience 
I think. 

Senator Anperson. You have illustrated here that even though the 
corn support was 87 percent, the average farm price was 60 percent. 
Do you feel that the lifting of the price level to 90 percent would have 
helped the 60 percent any? If you lifted the support level which you 
set at 87 percent to 90 percent, would that improve the 60-percent farm 
price which they got under the 87-percent level ? 

Secretary Benson. No. Probably negligible if at all 60 percent of 
the production was outside of the support program entirely by choice 
of the producers. 

Senator Anprerson. There has been a great deal of discussion that 
the problem would be quickly solved if you restored the level to 90 
percent. Certainly the experience in corn would not indicate that. 

[ am not too happy with the suggestion of a dollar limit on these 
price supports because of the size of the farming operation. The big- 
re ‘st wheat producer—I am not sure of this—is possibly Tom Campbell 
who may farm 400,000 acres or more. If you say to him we will not 
give you any price supports and he votes against going into quotas 
and is permitted to dump his wheat on the market does he not tend 
to establish the markets by that dumping operation ¢ 

Secretary Benson. Well, of course, he would get some price sup- 
port. As we envision this you would set an upper limit. Up to that 
point of course he would get supports on his crop and in addition to 
that he would benefit from the total support program in the market 
price. 

Senator ANpERson. But is it Tom Campbell’s wheat that has caused 


you trouble or is it other than wheat ? 


Secretary Benson. Well, it is wheat. 
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Senator Anprerson. Let’s get to the specific. I will take that an- 
swer. We will go to cotton. 

Secretary Benson. The big operators of course have contributed 
substantially. 

Senator ANprrson. Go to the cotton. I question whether the big 
operators have. The biggest cotton operator I know much about 
is perhaps Russell Griffin, let’s take him—in California. He sold 
his former big plantation to Anderson Clayton for $714 million and 
then started another larger plant. He had the largest of all the 
cotton loans. The $3 million loan was probably the largest of all. 
I saw Mr. Griffin after he put his cotton under the loan. He told 
me he took it all out without a dollar’s cost to the Government. Is 
that the usual practice of all the farmers to take all their cotton out 
without a loss to the Government ? 

Secretary Benson. No; and neither do all the large operators. If 
it is to their advantage they take it up. 

Senator Anprrson. The next biggest operator would be Delta prob- 
ably in the delta country of Mississippi. As I understand it, you 
don’t take a loss on Delta’s cotton. 

Secretary Benson. I would have to check that. I am not sure. 

Senator ANnperson. I don’t believe you do, or on the Anderson 
Clayton cotton and their 20,000 acres of cotton. I am wondering if 
denying the large operator the same price support as others is en- 
tirely an answer. Sometimes he has helped to stabilize the market 
and the costs are far less to operate your program. 

Secretary Benson. As you noted, the President simply asked that 
the Congress study that and take a look at it. There is some prece- 
dent for it.. We have a limitation in the ACP program and a limi- 
tation in the Federal land-bank loans and of course in the case of the 
big operator on these loans he would benefit from the stabilizing ef- 
fect of the total support program even though his loan was limited 
in total dollars. 

Senator Anprrson. I know you do have a limitation on ACP pro- 
grams. My wages on my farm near Albuquerque were about $27,000 
last year and my ACP payments were about $300. It was not the 
contributing factor to why we made money. I sold some cattle 
in the Los Angeles market last week for 13 cents after I had been 
fattening them for a long time and that did break my back a little 
bit. I do feel that this question of large operators is not what is 
causing the main trouble. There is a difference between the size of 
loans because that did tend to put corporations in the. farming 
business. 

Secretary Benson. It is not our contention that they are largely 
responsible for the buildup of supplies if that is what you mean, but 
it does provide pretty stiff competition for the family system, family- 
size farm, commercial operation. These excessively large ones in 
some cases were where they have been absorbing family-size farms, 
and where we take the risk out of their operation, there is some 
justification for considering a liberal upper limit. 

Senator Anprerson. Perhaps the reason I took up your question of 
absorbing family-size farms is that I finished absorbing three family- 
sized farms at a new operation at Clovis, N. Mex. The three families 
all starved out. I don’t believe giving a man an opportunity to 
starve is essentially the desirable attitude toward family-sized farms. 
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Secretary Benson. We don’t want to get into a position where we 
are subsidizing inefficiency or at the same time penalizing efficiency. 
[ would ¢ ertainly agree with that principle. 

The CuairMan. Senator Mundt. 

Senator Munpr. Mr. Secretary, I direct your attention to the con- 
servation reserve and acreage reserve and your statement where 
you are making payments for grass foliage, for trees and for ponds 
and for reservoirs, which is certainly a very commendable feature. 
1 wonder if you have given some thought as to the payments you are 
going to make to the cooperators in line with the fact that the man 
who plants trees or the man who impounds water on his farm engages 
in a semipermanent retirement of acreage as against the man who 
simply plants grass and whether it is not conceivable that the man 
who plants trees and the man who impounds water on his farm should 
receive a higher rate of payment from the Government than the man 
who simply plants grass? 

Secretary Benson. The initial payment of course would be different, 
because that is intended to cover the major part of the cost. 

Senator Munpr. I am thinking in terms of the long-term trans- 
action. 

Secretary Benson. The annual payments. 

Senator Munpr. Correct. 

Secretary Benson. Probably there should be some difference there. 
Certainly that is one of the items where we need flexibility in the 
operation of the program. 

Senator Munpr. Because it is certainly true that there is less likeli- 
hood of divert ing a tremendous planting or a pond to next year’s pro- 
duction tha nthere is by the fellow who plants grass. 

Secretary Benson. That is correct. 

Senator Munpr. And we should recognize that in the payments. 
[ wonder whether it is conceived, as 1 would conceive it, that a man 
who puts a small game reserve on his farm, taking it out of production 
should be entitled to the same payments, the same as if he were planting 
grass or foliage? 

Secretary Benson. I think that is not in our department. 

Senator Munpr. Our committee would be setting up the criteria. 
You would recognize that would also be a legitimate diversion of lands 
from crop production and would serve a general public welfarg 
purpose ¢ 

Secretary Benson. Yes; it well might. 

Senator Munpr. The reason I mention that in talking in terms of 
a entives, we have several States in the Union, of which mine is one 
which have been on the verge at different times of making payments to 
farmers who would create a small game reserve and properly planted. 
[t is conceivable and not inconsistent without purposes that some 
State legislatures of a State game and fish department might decide 
to further induce farmers to take their acreage out’ of production by 
adding a little State payment to the man who would be engaged in a 
State game preserve operation. If we run our criteria properly we 
might get a lift from certain States who would add a State payment to 
the Federal payment giving a greater inducement still to the farmer 
for taking that acreage out of production. 

Senator Munpr. I presume the Department now has figures. Dr. 
Wells there has figures on everything. We were discussing further 
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down the table the fact that this program is devised to give the 
farmer slightly more than his net income if he were going to plant 
his allotted acres and in order to find out what net income is of course 
we have to know what the average cost of production is for these 
crops by areas or by States. 

Does the Department have tables, figures, statistics available for 
the guidance of the committee in that connection ? 

Secretary Benson. I think our production economist would have 
that. I could ask Dr. Wells to comment on that if he would care to. 
If we can get at the costs. 


STATEMENT OF 0. V. WELLS, ADMINISTRATOR, AGRICULTURAL 


MARKETING SERVICE, UNITED STATES DEPARTMENT OF AGRI- 
CULTURE 


Mr. Wetrs. Mr. Secretary, the farm-management 
have 

The Cuamman. Will you come up to the microphone and give your 
name to the reporter for the record ? 

Mr. Weis. O. V. Wells, Administrator, Agricultural Marketing 
Service. The farm-management people who are now in the Agricul- 
tural Research Service do have quite a bit of material on farm costs 
and farm returns split down between the cash or out-of-pocket costs 
and the kinds of cost the farmer incurs. 

I expect Mr. Paarlberg is better informed as to how these are 
organized than I am. 

Senator Munpr. I would like to have you say for the record whether 
you have the figures not only by crops but by areas of the country and 
by States. Because there is a great deal of difference there. 


people do 


STATEMENT OF DON PAARLBERG, ASSISTANT TO THE SECRETARY, 
UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Paarterere. We have a great deal of information of that sort. 
There is some question as to whether our breakdowns accountingwise 
are exactly appropriate for the special needs of this program. I am 
sure we would have to reexamine our records in the light of the special 
needs of this program but there is convincing ev idenc e, I think, that 
we can establish some pretty good benchmarks. Along with the 
judgment of our people in the agricultural stabilization committees 
who are very close to these things I think there is good reason for 
believing that we could come up with some very good benchmarks 
and guides. 

Senator Munpr. That is fine because in connection with the ques- 
tions asked by Senator Holland it is tremendously important that we 
have the best guidance possible in trying to arrive at the proper figure 
for these negotiable certificates. 

That will depend in large part on the cost, the statistics involved. 

A final question: At this 20-percent goal we are setting it seems to 
me that there has to be considerable flexibility within certain limita- 
tions as to the amount that an individual farmer can take out’ of 
production, because I think it is entirely possible that on some of the 
smaller allotments a man might want to take his whole allotment out 
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of that particular crop rather than to fool around with an unprofitable 
farm operation with too small an allotment. 

We should not preclude the possibilities of a man taking out a 
hundred percent of his allotment if that is small, because that will con- 
tribute to the 20-percent overall figure. 

If you insist that a man farm a certain amount even if it is an un- 
economic operation simply because there is a 20-percent guidance 
figure, we will be making a mistake. 

Secretary Benson. That 20 percent is simply used as an example. 
There may be cases, an older couple not wanting to farm their farm 
where they would want to put it in the acreage reserve or the con- 
servation reserve. 

There is a need for some limitation in order to get. distribution 
thoroughout the country. 

Senator Munpr. I grant that. But I want to strike against a situ 
ation where we compel a farmer to invest a lot of money in specialized 
machinery in order to farm a little segment of a crop which could not 
be profitable but in order to participate he would have to do it. 

You don’t want to put him in that operation. 

Secretary Benson. You would not want to encourage the operation 
of an uneconomic unit. 

Senator Munpr. You would capture that much more of the pro- 
duction in the process. 

The Cuarrman. Senator Humphrey. 

Senator Humpurey. Just one quick question on the matter of the 
soybeans which have been discussed here at some length. You contem 
plate having an increase in the price support on cottonseed / 

Secretary Benson. We haven’t firmed up our recommendation on 
cottonseed as yet, Senator Humphrey. We are going to consider 
rather promptly all of these commodities on which there are price sup- 
ports. We haven’t reviewed them all in detail as yet; so we are not 
prepared to make a firm statement on it as yet. 

Senator Humpurey. It is true that cottonseed competes directly 
with soybeans, isn’t it? 

Secretary Benson. That is generally correct. As I indicated, we 
do not at the present time have any great stocks of oil seed products. 
We were fortunate in moving that into foreign consumption largely, 
the heavy stocks we had a couple of years ago. 

Senator Humpurey. We have always considered it rather good to 
have these products in balance on price-support levels; isn’t that 
correct ¢ 

Secretary Benson. Generally speaking they are considered to be 
competitive, and when we consider one, we usually keep in mind the 
relationship to the other. 

Senator Humrpnrey. Mr. Secretary, just to go back to the acre- 
age reserve program and the conservation reserve program, which, 
as you described them, are parts of the soil bank yet separate, but 
interrelated, as I gather it, did I understand you to say in the colloquy 
here with one of my colleagues that the acreage reserve aspects of the 
soil bank program had just been perfected over the weekend ? 

Secretary Benson. Well, no. I wouldn’t say perfected over the 
weekend. We didn’t know finally what the President would approve, 
until the draft was in what we considered final form for his con- 
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sideration. We had had some discussions with him earlier, but cer- 
tainly we were not at liberty to discuss or release the information, or 
to go into any great detail in prepar: ation in the administration of it 
until the message had come to the Congress. 

Senator Humpurey. Mr. Secretary, has your advisory committee 
ever recommended this kind of a program to you ? 

Secretary Benson. The National Agricultural Advisory Commis- 
sion ? 

Senator Humpnrry. Yes. 

Secretary Benson. They have considered, I believe, every phase of 
this program that has finally been rec ommended by the P resident. 

Senator Humpurey. But did the Commission recommend it to you, 
sir? 

Secretary Benson. The committee at their last meeting, as I recall, 
recommended a soil bank along the lines of the one which 1s now before 
us. They have studied a good many soil-bank proposals, as you know, 
through the last 2 years. I think, if I recall correctly, at least 11 pro- 
posals were studied in some detail. 

Then we had a task committee in the Department working on this 
approach now for some months, and this program that is now before 
us came in large measure from that task committee, drawing on sug- 
gestions from other proposals that had been made. I don’t know 
what the genesis of this thing is, and I am not partic ‘erly concerned 
about that, but I am sure that ideas or phases of this program here 
have been in other proposals. 

Senator Humrnurey. May I say most respectfully there are two as- 
pects of your soil-bank program. One is known as the acreage re- 
serve, which is a means of moving into surplus crops out of the allot- 
ment, cutting back allotments, and then replenishing that production 
by the use of certificates from the Commodity Credit. That is a 
rather new feature of the soil-bank discussion, as I recall it. 

Then there is the other one, which is the conservation feature of 
soil bank, which is the long-term and the long approach. 

I am interested in finding out when you came to the conclusion that 
it was desirable to pay people for nonproduction, because I have 
here a letter from your Department which says: 

A program that is primarily dependent upon this principle would probably be 
very difficult to disassociate with the idea of paying farmers for nonproduction. 

This was one of the objections to a particular proposal on the soil 
bank. You apparently did not believe in payments for nonproduc- 
tion as late as September 30, 1955. When did you change your mind? 

Secretary Benson. I have not changed my mind, Senator Hum- 
phrey. I think as a long-time proposition there is still danger in that 
approach. However, we are faced with this very serious surplus sit- 
uation which is an ace ‘umulation of some years. 

Senator Humpurey. We were faced with that on September 30, 
weren't we? 

Secretary Benson. Not to the degree we are now. In the first place, 
not only have we saturated almost to the limit the possibilities of mov- 
ing stuff abroad, but we have also had this excessively heavy produc- 
tion this past year, almost breaking all records, piled on top of the 
accumulations we had prior to that time. 

So we feel we are justified in moving on this as an emergency meas- 
ure to clear the decks, so that the rest of the program can operate. 
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Senator Humpurey. I want to say that I am very delighted, Mr. 
Secretary, really and truly I am very pleased, but I would gather 
that your crop reporting services of the Department knew pretty well 
what the production picture was by September 30. What crops did 
you report on after September 30 that have increased the surplus? 

Secretary Benson. The one big and important one, of course, was 
cotton. We didn’t know September 30 what the cotton crop would 
be. 

Senator Humpurey. You didn’t have very good estimates at that 
time ? 

Secretary Benson. The estimates increased sharply between Sep- 
tember and December 1955. 

Senator Humpurey. How can you estimate what it will be for next 
year ¢ 
' Secretary Benson. We do the best we can with the figures available. 
We don’t always hit it right. 

Senator Humpnrey. On page 8 of your testimony you outline what 
you call the conservation reserve. Is that the full scope of your out- 
line of the conservation thus far? Is this the full statement you 
want to make at this time on the conservation reserve ? 

Secretary Benson. We will supplement it with details later as we 
consult with the committee and our technicians will no doubt have the 
opportunity of making further reports. 

Senator Humpurey. This is your present thinking on it ? 

Secretary Benson. This is the general outine of it; yes. 

Senator Ht MPHREY. Would that match up pretty well with an idea 
of having the Secretary of Agriculture establish a conservation re- 
serve that would be allocated to States and counties and farms on the 
basis of the number of acres under tillage? 

Secretary Benson. No, it would not; because this does not con- 
template an allocation to farms. 

Senator Humpnrey. Wait a minute, Mr. Secretary. It contem- 
plates, does it not, a State allocation and a county allocation ? 

Secretary Benson. We would probably establish some goals, but 
would not allocate actual acres. 

Senator Humenrey. But you would establish what you would con- 
sider to be the national need of retired acres? 

Secretary Benson. Yes; I think we would establish a rough goal 
and then make the program voluntary to the individual farmer to 
either participate or not participate. 

Senator Humpurey. You believe in voluntary principle? 

Secretary Benson. That is right. 

Senator Humrurey. You would work this through the county 
committee system ? 

Secretary Benson. Yes, the administration of it and checking com- 
pliance, and so forth, would be carried out by the committees. 

Senator Humepnrey. And would you in your national goal for 
acreage retirement or conservation try to think in terms of the his- 
torical use of the land in the counties and in the States / 

Secretary Benson. I assume that would be one factor and certainly 
we would consult with our State committees. We are planning to 
do that and get their judgments and suggestions on it. 

Senator Humpurey. Would you contemplate that no production 
should come from this reserve ? 
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Secretary Benson. The acreage reserve, they could plant it—— 
Senator Humpurey. I mean the conservation reserve. 
Secretary Benson. On the conservation reserve there would be lim- 
itations. As we increase it in grazing—— 

Senator Humpnrey. I mean for commercial purposes. 

Secretary Benson. On grazing or harvesting, at least in the initial 
stages of it. Eventually, of course, it would be used, and it may be 
that the Congress would want to provide for some limited use, for 
example, pasturing the family cow, or something of that sort. We 
would want to make it practical. 

Senator Humpenrey. The general idea is that there would be no use 
of the land for commercial uses at least during the initial period ¢ 

Secretary Benson. Until the stand was established and the new pro- 
gram of land use was inaugurated. 

Senator Humeurey. Would you contemplate that the National Gov- 
ernment would pay for part of the conservation, for improvement, the 
cost of the improvement program ¢ 

Secretary Benson. Yes; we contemplate that. 

Senator Humpurey. And then awards for holding the land out of 
production ? 

Secretary Benson. Some annual payments, for a period probably 
tapering off to nothing a little later on after he made the transition. 

Senator Humpnrey. Just to recapitulate, as I understarnd it, the 
Secretary would have some broad objective that he would state as the 
amount of land that should be retired under this conservation reserve ; 
is that right, per year or over a period of time? 

Secretary Benson. I think we would have a broad goal, and we 
would be guided somewhat by the effectiveness of the acreage-reserve 
program and how quickly the surpluses were whittled down. 

Senator Humpurey. Right. And this broad goal would have to be 
divided up on the basis of where the land was; namely, in the States 
and in the counties; is that correct ? 

Secretary Benson. We could possibly suggest goals to States, but 
[ assume we wouldn’t hold to those strictly, because we want to give 
the farmer complete freedom as to whether he goes into the program 
or not. 

Senator Humpnrey. In other words, it would be voluntary with the 
incentives to get voluntary compliance ? 

Secretary Benson. That is correct. 

Senator Humpnrey. And the Government would pay for the part 
of the cost of improvement ; that is for the conservation improvements, 
would pay part of those costs ? 

Secretary Benson. That is correct. 

Senator Humpnrey. And the Government would possibly make 
some payments on the land itself; is that correct ? 

Secretary Benson. On the land itself? 

Senator Humrurey. For the retired land, woods, as we might call 
them. 

Secretary Benson. Annual. 

Senator Humpurey. Yes. 

Secretary Benson. There would be some annual payments during 
the transition period. 

Senator Humenurey. That is correct. 
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Mr. Secretary, the reason I ask this is because one of my colleagues 
here said that there had been an attempt on the part of some of us 
to say that we had similar proposals, and may I say, this is exactly 
the proposal that was before your Office in terms of its broad objec- 
tives and basic prine iples which was rejected for these purposes on 
September 30, 1955. For example, I want to read what your Depart- 
ment had tosay. It says: 

S. 1396 provides for the establishment of a conservation acreage reserve by 
the Secretary of Agriculture by November 15 of each year for the succeeding 
rop year. This national reserve would then be allocated to States, counties, 
and farms on the basis of a formula contained in the bill. Voluntary agree- 

ents would then be entered into with farmers which would offer cash pay- 
ments to them for devoting the conservation acreage reserve allocated each farm 
to conservation purposes. No production from the reserve acreage could be 
utilized directly or indirectly for commercial purposes. Provision is also made 
for payments of up to 50 percent of the cost of the conservation or improvement 
of the acreage in the reserve. 

Then the Department goes on and says: 

While this Department feels that this bill would encourage some additional 
needed conservation, its main purpose appears to be to obtain adjustments in 
igricultural production. We do not believe that it would be an effective means 
of obtaining adjustments. Although the bill provides a formula for deter- 
iining State and county conservation acreage reserves, the percentage adjust- 
ment of commercial acreage would be the same for all farms. This would not 
recognize the difference in the degree of adjustments required for individual 
farms and areas for either crops under acreage allotments or other nonallot- 
ment commercial crops, 

The bill requires as a condition for payment that the land in the conservation 
creage reserve not be utilized for the production of any commodity (including 
livestock and livestock products) for market. A program that is primarily 
dependent on this principle would probably be very difficult to disassociate with 
he idea of paying farmers for nonproduction. 

It goes on and says: 


It is doubtful that such high expenditures to reward farmers for nonproduc- 
tion of agricultural commodities would be acceptable to many groups. 

The estimate under this was $350 million. Don’t misunderstand 
me. Iam delighted with what we have here in the conservation soil 
bank proposals, both ere pert reage reserve and conservation 
reserve—and I merely suggest, sir, that the situation was just as bad 

1 March of last year and just as ‘bad in September as it is now, or 
at least it was very difficult. 

How do you find, for example, any great difference between what 
you are proposing in this broad outline here on page 8 and what was 
proposed in the basic objectives of 11 bills that were before you in 
the Department ? 


STATEMENT OF HON. TRUE D. MORSE, UNDER SECRETARY OF 
AGRICULTURE 


Mr. Morse. I wonder if I could comment? I believe you read from 
the letter which I signed on the bill. 

Senator Humpurey. It was signed for the Department, with Mr. 
Morse, as Acting Secretary 

Mr. Morse. I ‘signed it. You will recall, referri ing to that bill, that 
we also ought to give recognition to the fact that on January 17 there 
were 2 bills introduced into the House. They were soil bank bills. 

Senator Humpurey. That is correct. 
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Mr. Morse. Then on March 10 you introduced your bill. 

Senator Humpnrey. That is right. 

Mr. Morse. And in the latter part of July I signed a letter which 
carried an opinion to the House committee which was very much along 
the line of the letter which you have been quoting in the record. 

Then the latter part of September there came to this committee ou 
opinion from which you have read. We ought to say further that 
the soil bank is not the only part of the program that is before this 
committee and which the President presented to Congress. 

That is one first essential difference. The soil-bank proposal as 
submitted by the President and recommended by the President is part 
of a total program. 

Senator Humpurey. Indeed. 

Mr. Morse. Yes. Take the wheat bills, some of which the Senate 
has already passed, they are an essential part of this total program. 
There is cotton legislation that is referred to. That is an essential 
part of the program. 

Senator Humpurey. Mr. Morse, if you are attempting to tell m« 
that the program ought to be comprehensive, I thoroughly agree. 

Mr. Morse. Yes. 

Senator Humpurey. This is an important part, but it is one of 
many factors in a broad program. Of course the President’s mes- 
sage so indicated, and so do we feel. 

Mr. Morse. Yes. In this context, Senator, there is this. The 
President said: 

I do not propose this program as a device to empty Government warehouses 
so they may be filled again. There is, therefore, a basic corollary to the acre- 
age reserve program: In future years we must avoid, as a plague, farm pro- 
grams that would encourage the building up of new price-depressing surpluses. 

So if you just enact a program to empty the bins without, as the 
President says, a program that will keep supply and demand, more 
or less, in bala ce, it is not a one-time operation. So we have some- 
thing entirely different in what the President has presented and is 
now being discussed with this committee, 

Senator Humpnrey. Mr. Morse, may I say most respectfully that 
no one has ever suggested that any one bill was the answer. We don’t 
need to argue that academic question. The point is that it requires a 
broad attack on a very complex and intricate problem. We can all 
agree on that. My point was that these basic principles which under- 
score a conservation acreage reserve program were known, they had 
been with us. I am delighted that the Department has at long last 
come around to accept them. I merely say that for a period of time 
there was considerable reluctance, as there was, for example, on 
limitation of cutoffs on price supports. 

[ have a letter from the Department on such a bill on cutoffs and, 
for example, that merely says: 

Where loans or purchases were used, the limitation would merely operate 
to shift the persons from whom the Government acquired commodities, since the 
Government would acquire the entire outprt of small producers as well as rart 
of the output of large producers up to the maximum permitted. 

There was resistence and objection as of July 26 to the limitation 
on price supports. Don’t misunderstand me. I am glad you have 
come around to it. I think it takes a little long, that is all. 
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Mr. Morse. I believe, Senator, we have also been for the objectives 
all the time, sir. ‘These other bills in the House that came in January, 
I believe they had similar objectives. In the dozen or more soil-bank 
plans, I believe they have all been directed toward these broad objec- 
jectives. In our study we have tried to get the best ideas out of all of 
the proposals, and I can assure that your bill and ‘ie others were 
carefully considered. 

Senator Humpurey. Thank you very much. 

Secretary Benson. May I say, Senator, the first time I ever heard 
about the soil bank was from a farmer in Illinois. I don’t know what 
the genesis of it is, we are not particularly concerned about who should 
get the credit. We have drawn from a lot of sources in getting this 
program. 

Senator Humpurey. I am just worried about its delayed birth, 
not its genesis. 

Secretary Benson. It is very timely at the present time. 

Senator Humpnrey. This program will be operated by the county 
committees and the State committees; is that correct ? 

Secretary Benson. I assume they will play an important part. 

Senator Humpurey. I have here a photostatic copy of a press re- 
lease from Missouri. I have been to Missouri, Mr. Secretary, and I am 
going to talk to you and visit with you about Missouri. 


Murray CoLspert To SPEAK HERE IN “SALUTE TO IKE” 


Murray Colbert, head of the Missouri Agriculture Stabilization Committee, 
will be the main speaker at the January 20 “Salute to Ike” Republican fund- 
raising banquet here, Henderson Tonnies and Leigh Wilson announced today. 

The $10-per-plate campaign fund drive is being sponsored by the Nodaway 
Young Republicans Club of which Tonnies is presently chairman. Wilson is 
chairman of the Nodaway County Republican Central Committee. Reservations 
will be limited to 200 and may be made with either Tonnies or Wilson. * * * 

Colbert and his State ASC committee were under fire here December 3 when 
Senator Stuart Symington spoke here at a district Democratic meeting. 

The “Salute to Ike” dinners will be held throughout the Nation January 
20 ** * 


I am somewhat of an old hand at being accused of playing politics 
in the ASC program, just because I once addressed a meeting of PMA 
committeemen, elected officials, after the meeting had been adjourned, 
and the men were prepared to go on their way. 

Mr. Colbert is the State chairman of the ASC committee. Mr. Col- 
bert continues to participate in formal political gatherings and infor- 
mal political gatherings. 

Do you have any rules or regulations which regulate your State 
chairmen of ASC committees with respect to being speakers at fund- 
raising dinners for Democratic and Republican rallies? I put the 
Democratic in there to keep it bipartisan. I haven’t heard of any such 
lately. 

Secretary Benson. I would be happy to put the record of our State 
committees of the last 3 years up against any previous 3 years, and 
let the people judge ; however, I will ask Mr. Farrington if we have any 
regulations that specifically cover this. I assume we do. I don’t know. 

The Cuarrman. Will you give your name in full? 
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STATEMENT OF R. L. FARRINGTON, GENERAL COUNSEL, UNITED 
STATES DEPARTMENT OF AGRICULTURE 


Mr. Farrineton. R. L. Farrington, General Counsel, Department 
f Agriculture. 

I am sure, Senator Humphrey, that we do have regulations which 
relate to political activity on the part of the members of the State and 
county committees. 

We will be happy to supply them for the record. Perhaps you 
already have them. 

Senator Humpurey. I have them. Would you mind telling us what 
those regulations say? You know them. 

Mr. Farrincron. The regulations generally, as I recall them, pre- 
~~ one from engaging in political activity, particularly when they 

on duty, on Government time. They generally also require them 
to anal political activity in specific ways. 

Senator Humenrey. I bring this point up- 

Secretary Benson. We will be glad, Senator, to confer with you 
on this and with any of our State committees not complying with our 
regulations; we will take whatever steps are necessary. 

Senator Humpurey. I respectfully commend to you the testimony 

eathered at a hearing where I think a good deal of this is going on. 
F urthermore, this man has just been reappointed. I have a series 
of press releases, dispatches, which I shall submit to your office. He 
has been engaged in outright political activity. 

Are we to place the money for Missouri in his hands to pay for 
the soil-conservation program? Is that the program we will have, 
where a man speaks at a fund-raising dinner in January and then 
come May he gets a big bundle of money with which to pay these 
conservation payments ¢ 

Secretary Benson. Our committees are made up of men of high 
caliber. We have never had stronger State committees than we have 
now. Most of them, you will find, are bitpartisan, and we have had 
fine cooperation from them. 

If there is someone who has gone beyond the regulations, we don’t 
condemn the whole program because of a mistake that has been 
made. We will be glad to look at the record as you have it, and we 
will be glad to look into this case. 

Senator Humpnrry. I have tried for 4 solid months to get you 
and your Department to look at this keine and cooperate in this 
matter. I asked for a member of your Department to attend the hear- 
ings. I asked for you to review the record. I have asked for you 
to look over the testimony. I have had no cooperation, most frankly. 

Secretary Benson. This has been a difficult spot down there, as you 
know. We found it very difficult when we came into office. It had 
heen one of the very difficult political spots prior to that time. I 
assure you we w ill be glad to sit down with you on it. 

The Cramman. Since you have agreed to do that, I wonder if we 
can proceed with other matters. 

Senator Humpurey. Yes. I want to ask one other question. 
The Secretary indicated to Senator Anderson his concurrence, I 
believe, that his controls would be based on poundage, bales and 
bushels: am I correct on that ? 
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Secretary Benson. No, you are not correct. I indicated that the 
President suggested considerations be given to control on cotton on a 
bale basis. 

Senator Humrurey. How do you stand on that / 

Secretary Benson. I support the President in his suggestion. I 
think it ought to be looked into very carefully. I think we have a 
better opportunity in the case of cotton probably to get real control 
through volume instead of acreage, than possibly on any other com- 
modity, certainly on any of the four we have mentioned, because 
cotton moves through the cotton gin, to start with, and it gives us 
a rather definite control. 

We didn’t get control through acreage allotments on cotton last 
year. In fact, acreage control has not been effective overall, as you 
know. So we think this ought to be looked at very carefully by 
the committee. 

Senator Humpurey. But you support the President’s suggestion 
that it be looked into ? 

Secretary Benson. That is correct. 

Senator Humpnrey. In your support of the corn program which 
has been outlined, you support looking into these alternatives, or do 
you have specifics ¢ 

Secretary Benson. In most all of the message you will find the 
speci fie—— ; 

Senator Humpurey. Except on commodities. 

Secretary Benson. There are some very specific recommendations 
on commodities, also. In the case of corn, we recommend that the soil 
bank be made to apply to corn if it is practicable and can be done. If 
not, we suggest an alternative as a possibility. 

Senator Humpiurry. Namely the discretionary price-support struc- 
ture. 

Secretary Benson. That is right. To which all corn farmers would 
receive benefit and all would participate. 

Senator Humrurey. That is from zero to 90 percent under the dis- 
cretionary ¢ 

Secretary Benson. Yes, I think there is an upper liimt, except in 
certain cases. 

Senator Humpurey. Zero to 90 percent ? 

Secretary Benson. That is correct. 

Senator Humpurey. With no acreage control? 

Secretary Benson. At the present time the price is about 60 percent 
of parity, although we have support of 87, and only 30 percent of the 
farmers are participating and benefiting. 

Senator Humpurry. Mr. Secretary, you mentioned there were extra 
funds for pork pure chases and possibly for beef purchases. Just for 
the purposes of this record, would you identify the source of those 
funds, under what law ? 

Secretary Benson. The bulk of it is from section 32 funds, and you 
are acquainted with that. 

Senator Humpurey. That is right. 

Secretary Benson. That is 30 percent of the customs receipts, which 
are allocated to agriculture. 

Senator Humpnrey. And the $85 million? 

Secretary Benson. ICA also has some funds which probably could 
he used for that purpose. 
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Senator Humpurey. The money you are paying for the pork pur- 
chases, where was that obtained from, from what fund ? 

Secretary Benson. I think practically all of it came from section 32, 

Senator Humpnrey. And there is still more funds in section 32 by 
far than that. 

Secretary Benson. That is correct. And we plan to step up our 
program in the days immediately ahead. 

Senator Humpurey. Do I understand that you will probably go 
beyond the $85 million worth of pork purchases? 

Secretary Benson. Entirely possible. Now we have developed 
some additional outlets we didn’t have when we initiated the program, 
and there is some possibility of export also which gives us a broader 
outlet. 

Senator Humpurey. Were you correctly reported in the press that 
you adopted this pork purchase program reluctantly and you didn’t 
think it would do much good ¢ 

Secretary Benson. I was not quoted correctly. 

Senator Humpurey. I would like to get your clarification on that. 

Secretary Benson. I was willing to go into it. I didn’t feel it would 
do what some people claimed it would do, and I didn’t want to over- 
promise. I feel it has been helpful and will be helpful, even more 
so in the days ahead. 

Senator Humenrey. You are think ofa beef-purchase program ? 

Secretary Benson. We are watching the beef-cattle situation very 
closely. 

Senator Humpurey. You feel it would be well to step in before the 
market drops too low ? 

Secretary Benson. We would want to step in at a time when we 
thought it was most appropriate, most opportune. 

Secretary Humpnrey. Aren’t beef prices lower now than the last 
time you stepped in ¢ 

Secretary Benson. I would have to check that. I believe not over- 
all. The fat-cattle prices have been particularly soft, and in that field 
the Army has been cooperating with us in some very substantial pur- 
chases and that has tended to strengthen that phase of the beef-cattle 
market, as you probably know. 

Senator Humpnrey. My report indicated yesterday that the overall 
beef prices were lower now than they were in 1953 and therefore that 
your purchase program might very well be designed for some rather 
effective action soon and we were hoping that that might be given 
consideration. 

Secretary Benson. It is entirely possible. Wecan. Of course, you 
have a factor now that you didn’t have in 1953, and that is this very 
excessive pork supply which competes directly with beef, of course, 
which we didn’t have in 1953. 

Senator Humpnrey. Are you contemplating a food-stamp plan, Mr. 
Secretary, for the indigent and needy people for the disposal of our 
perishable surpluses, like you are using certificates for the disposal of 
our cereal grains? 

Secretary Benson. No, we have not recently considered the stamp 
plan. 

Senator Humpurey. Would you be in general support of such a 
program, as a food-stamp plan for our people on old-age assistance, 
our indigent and needy people, to supplement their budgets ? 
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Secretary Benson. The program we are operating now, which 
reaches indige nt people and needy people through church groups, 
et cetera, is quite effective and generally serves our needs very well. 

Senator Humpnrey. Are you supplying dairy products to old-age- 
assistance cases ‘ 

Secretary Benson. I would have to check as to the quantities, but 
we are distributing sizable quantities of dairy products and many other 
items including the most recent items which we added, processed wheat 
andcorn. Weare making sizable distributions to institutions. 

Senator Humpurey. Yes, I know, to institutions. 

Secretary Benson. Relief organizations. 

Senator Humpurey. These people are not all.on relief. We have 
not had a good meeting of the minds on that, and this is the one chance 
we may have. I recognize what has been done in the good use of these 
products by institutions and charitable organizations. For all of this 
we are grateful. But there are still hundreds of thousands of people 
who are living on an income in this country of under $50 a month. 
These are old-age-assistance cases, most of whom are not relief clients 
helped out by charitable institutions. What I am getting at is, since 
you have now been able, at least, to come forward with the program 
on how you would use the corn and the wheat from the surplus bins 
for farmers that do not produce—you have broken through the barrier 
now, that principal barrier, of paying for nonproduction—maybe now 
we can break through this barrier of getting surplus perishable goods 
into the hands of people who are in dire need of it as human beings 
right here in the United States of America. 

Secretary Benson. This payment for nonproduction, Senator, has 
been brought on because of the buildup of supplies under the wartime 
incentives, and the high rigid supports, as you know. 

Senator Humpnrey. I don’t agree with that. 

Secretary Benson. It is an accumulation of years. This is an emer- 
gency situation we face. We are using emergency measures, short 
time, we expect, temporary, to meet it. ‘T would like to ask Mr. Wells 
the extent. to which we are making a distribution of commodities to 
needy people, and others. 

Senator Humpurey. As related to need. 

Secretary Benson. As related to need, that is correct. 

Senator Humpurey. And supply. 

Mr. Wetts. We will be glad to supply you with a detailed report 
on what you want. We distribute surplus foods in the United States 
on a donation basis to schools, institutions, and to needy people. The 
distribution to needy people is through agreements with State de- 
partments of welfare or similar departments as designated by the 
governor. 

“ach State selects and sets its own standards and we will distribute 
to anyone who is on public assistance in the State, with the right kind 
of operation, and to other people not on public assistance, w vhose in- 
come is within the public-assistance range. 

I cannot say whether we distribute “to every old-age case in the 
United States, but. we are distributing to 214 to 3 million people, de- 
pending on whether you calculate the number elegible or the number 
who apply for the commodity. 

Senator Humpurey. Thank you, Mr. Wells. 
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Once you have used the certificate method for the handling of sur 
plus grains, which I think is a commendable method, Mr. Secretary, 
it seems to me we might want to explore the possibilities, if nothing 
more or less than a pilot operation, of a food-stamp plan. 

Senator Aiken is the major sponsor of that plan. I happen to b 
a cosponsor. I think the administrative machinery is available and 
I would appreciate if someone in the Department would give it som: 
personal attention, so we might get a report back here that it has 
desirable features that might be incorporated in the bill. 

Senator A1xen. There has been so many references to S. 1396 and 
the Department’s unfavorable report on it as of September 380, that 
I ask leave to have this bill, S. 1396, printed in the record. 

if one will read it, he will find that the resemblance of this bill to 
the present proposal of the Secretary is about the same as the resem- 
blance between dark gray and white. I won’t say black and white. 

Senator Humpnrey. In fairness, this was a specific bill, and those 
of us who enter bills before the Congress know we are mighty lucky 
if it comes out with the title. The general principles of the bill are 
synonymous with the principles enunciated by the President. The 
acreage reserve feature is not in the bill. It wasn’t any place until 
about 2 weeks ago. Suddenly it came forth. I am apprised that 
the American Farm Bureau supported that, and I think it is a very 
constructive suggestion. 

The CuHarrman. Without objection, the bill will be put in the record 
at this point. 

(S. 1396 is as follows :) 


[S. 1896, 84th Cong., 1st sess.] 


A BILL To establish a conservation acreage reserve, to promote conservation and improve- 
ment of agricultural soil and water resources, to stabilize farmers’ income, to adjust 
total agricultural production to consumer and export needs, to maintain an abundant 
and even flow of farm commodities in interstate commerce, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Conserva- 
tion Acreage Reserve Act of 1955”. 

Src. 2. It is the policy of Congress that farmers shall be encouraged to make 
the fullest and best economic use and conservation of the Nation’s soil and water 
resources; that the first priority for use of such resources shall be to provide 
needed food and fiber for the growing population of the Nation; that adequate 
safety reserves of all staple commodities and products shall be maintained; 
that provision shall be made for full production of farm commodities required 
for all needed exports through normal channels of trade and for augmented 
exports to relieve starvation, shortages of clothing, and famine in other nations, 
to promote economic development, and to bolster other United States foreign 
economic and diplomatic policies; that these needs shall be met with snfficient 
but not excessive supplies, thus facilitating the even flow of interstate commerce ; 
and that farm soil and water resources not required to fulfill the foregoing needs 
shall be conserved and handled in a manner that will improve their fertility 
and keep them in readiness to meet unforeseen emergencies as well as long-range 
normal future needs for increased farm production. 

Sec. 3. As used in this Act— 

(1)The term “agricultural commodity” means any product of the soil whicb 
is produced from annual seeding and which is produced in significant amounts 
for commercial purposes. 

(2) The term “Secretary” means the Secretary of Agriculture. 

Sec. 4. (a) The Secretary of Agriculture (hereinafter referred to as the 
“Secretary”) is authorized and directed to determine and proclaim, prior to 
November 15 of each year, a National Conservation Acreage Reserve for the 
succeeding crop year. The National Conservation Acreage Reserve for any crop 
year shall be a number of acres equal to the number of acres, if any, by which— 
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(1) the sum of (A) the total number of acres determined by the Secretary 
to have been used within the continental United States for the commercial 
production of agricultural commodities during the crop year immediately 
preceding the year for which the National Conservation Reserve is being 
determined, and (B) the number of acres within the continental United 
States which were diverted from their normal use during such year by 
reason of the operation of acreage allotments and marketing quotas, exceeds 
(2) the total number of acres determined by the Secretary to be needed 
for the commercial production within the continental United States of sufti- 
cient quantities of all agricultural commodities to meet domestic and export 
needs for such commodities and to maintain adequate safety reserves 
to meet emergency needs for such commodities. 

(b) The National Conservation Acreage Reserve shall be allocated among the 
several States in such manner that the conservation acreage reserve of any State 
shall be the number of acres which bears the same ratio to the National Con- 
servation Acreage Reserve as (1 the total number of acres determined by the 
Secretary to have been used within such State for the commercial production 
of agricultural commodities during the year immediately preceding the year 
for which the State conservation acreage reserve is being determined, bears to 
(2) the total number of acres determined by the Secretary to have been used 
within the continental United States for the commercial production of agricul- 
tural commodities during such year. 

(c) The conservation acreage reserve of each State shall be allocated among 
the several counties in such State in such manner that the conservation acreage 
reserve of any such county shall be the number of acres which bears the same 
ratio to the State conservation acreage reserve as (1) the total number of acres 
determined by the Secretary to have been used within such county for the com- 
mercial production of agricultural commodities during the year immediately 
preceding the year for which the county conservation acreage reserve is being 
determined, bears to (2) the total number of acres determined by the Secretary 
to have been used within the State for the commercial production of agricultural 
commodities during such year. 

(d) The conservation acreage reserve of any county shall be allocated among 
the several farms within such county in such manner that the conservation 
acreage reserve of any farm shall be a number of acres which bears the same 
ratio to the county conservation acreage reserve as (1) the total number of 
acres determined by the Secretary to have been used on such farm for the com- 
mercial production of agricultural commodities during the year immediately 
preceding the year for which the farm acreage reserve is being determined, bears 
to (2) the total number of acres determined by the Secretary to have been used 
on such farm for the commercial production of agricultural commodities during 
such year. 

Sec. 5. (a) The Secretary is authorized to enter into annual agreements with 
individual farm operators under which the operator agrees to put into effect on 
the specified number of acres in the conservation acreage reserve for his farm 
such soil and water conservation and improvement uses and practices as may be 
specified by the Secretary, and the Secretary agrees to pay to such operator a 
conservation reserve award with respect to each acre in such reserve in an 
amount equal to the value, based upon the parity price, of the customary land- 
lord’s share in the area where the farm is located of the commodities which the 
Secretary determines would be produced on such acre were it used for com- 
mercial production during the crop year for which the contract is made. 

(b) The determination for the purposes of this section of the amount of any 
conservation reserve award shall be made by the local committee established 
under section 8 (b) of the Soil Conservation and Domestic Allotment Act of 
1938, as amended, in accordance with standards promulgated by the county com- 
mittee established under such section. Each such county committee shall de- 
termine and proclaim, for the purposes of this section, the customary landlord’s 
share for each agricultural commodity commercially produced within the county. 
The determination of tae county committee with respect to such landlord’s share 
shall be final unles: disapproved by the Secretary after public hearing held in 
the county after due notice. 

(c) The Secretary is authorized (1) to provide in any contract entered into 
under this section, for a right of entry on the farm with respect to which such 
contract is entered into for the purpose of measuring the acreage in commercial 
production and ascertaining that grasslands and other resources are not being 
used for commercial production. of livestock or milk, or products thereof, and (2) 
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to require that the farm operator certify under oath or affirmation that no acres 
included within the conservation acreage reserve have been utilized for com- 
mercial production during the period covered by the contract. 

(d) No farm operator shall be eligible for any price support loans, purchase 
contracts, or payments unless there is in effect with respect to his farm a con- 
tract entered into under this section. 

Sec. 6. Whenever any contract entered into under section 4 requires the in- 
stitution or continuance of soil or water conservation or improvement uses and 
practices on any farm, the Secretary shall reimburse the operator of such farm 
for costs incurred in providing such uses and practices by making a conserva- 
tion incentive payment to such operator equal to 50 per centum of such costs. 

Sec. 7. The maximum amount of any conservation reserve award under section 
5 with respect to any farm operator’s unit for any year shall be $2,000, and the 
maximum amount of any conservation incentive payment under section 6 with 
respect to any such unit for any year shall be $1,000. 

Senator Hottanp. I would like to ask one question supplementing 
the questions of Senator Humphrey about section 82. The major 
part of the funds used 2 years ago in the cattle-purchase program, 
beef-purchase program, and those that are being used now in the hog- 
purchase program, are section 32 funds. 

Has the limitation in the present law which limits to 25 percent 
of the section 32 funds to any particular year to any 1 commodity 
hampered the adequate carrying on of the 2 programs that you 
mentioned ? 

Secretary Benson. I think not as yet, Senator Holland. We are 
still well within that 25 percent limitation. I hardly anticipate that 
it will, although if it does and if we find it is going to, we will certainly 
come to the committee. 

Senator Hottanp. The reason I ask the question is because of the 
way the program was announced. It came very close to the 25 percent 
in its original beginning and if it requires a larger amplification dur- 
ing the year, it w vould seem to me that the 25 per reent limitation might 
be hurtful. I ee you will have someone look at that specifically 
and give us something for the record on it. 

Sec retary Benson. Thank you. We are watching it closely. 

The Cuatrman. The report accompanying S. 1396 will also be 
printed in the record at this point. 

(The letter dated September 30, 1955, is as follows:) 

DEPARTMENT OF AGRICULTURE, 
Washington, D. C., September 30, 1955. 
Hon. ALLEN J. ELLENDER, 


Chairman, Agriculture and Forestry Committee, 
United States Senate. 


DEAR SENATOR ELLENDER: This is in reply to that part of your letter of March 
11, 1955, requesting a report on 8S. 1396. This Department recommends against 
the enactment of this bill. 

S. 1396 provides for the establishment of a conservation acreage reserve by the 
Secretary of Agriculture by November 15 of each year for the succeeding crop 
year. This national reserve would then be allocated to States, counties, and 
farms on the basis of a formula contained in the bill. Voluntary agreements 
would then be entered into with farmprs which would offer cash payments to 
them for devoting the conservation acreage reserve allocated each farm to con- 
servation purposes. No production from the reserve acreage could be utilized 
directly or indirectly for commercial puposes. Provision is also made for pay- 
ments of up to 50 percent of the cost of the conservation or improvement of the 
acreage in the reserve. 

While this Department feels that this bill would encourage some additional 
needed conservation its main purpose appears to be to obtain adjustments in 
agricultural production. We do not believe that it would be an effective means 
of obtaining adjustments. Although the bill provides a formula for determining 
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State and county conservation acreage reserves, the percentage adjustment of 
commercial acreage would be the same for ali farms. This would not recognize 
the differences in the degree of adjustments required for individual farms and 
areas for either crops under acreage allotments or other nonallotment commercial 
crops. ; 

The bill requires as a condition for payment that the land in the conservation 
acreage reserve not be utilized for the production of any commodity (including 
livestock and livestock products) for market. A program that is primarily 
dependent on this principle would probably be very difficult to disassociate with 
the idea of paying farmers for nonproduction. 

The complex manner in which payments are to be computed would result in 
difficult administration and high cost of administration. Because of the methods 
of determining payments it is difficult to anticipate the funds that would be 
required. It is probable, however, that several hundred million dollars would 
be needed for the award payments only. This amount is exclusive of funds 
required for cost-sharing conservation payments and administrative expense. It 
is doubtful that such high expenditures to reward farmers for nonproduction of 
agricultural commodities would be acceptable to many groups. 

The Department fully recognizes the need for effective use of the acres taken 
out of production of the basic crops as a result of the allotment programs and 
has developed a broad program to influence the use of acres diverted from allot- 
ment crops. The objectives of this broad program are to move production toward 
balance with markets; avoid the continued accumulation of excessive supplies 
of commodities under price-support programs, encourage wider use of soil- 
conserving practices on diverted acres; and make available to farmers all re- 
search and marketing information which would assist them in determining what 
shifts to make and how to readjust their production to achieve maximum economy 
of operation. 

To effectuate this program the Department has provided additional incentives 
through the agricultural conservation program to encourage farmers to conserve 
and protect land diverted from allotment crops; instituted an extensive educa- 
tional program for the purpose of advising farmers with respect to making the 
wisest possible use of diverted acres; and utilized the Department's discretionary 
authority in connection with price-support programs to bring about a better use 
of feed grains and to encourage a sound livestock industry geared to our expand- 
ing economy. 

A committee composed of representatives of the different agencies in the De- 
partment were asked to study the proposed legislation and report the probable 
effects of the bill. A copy of this report is enclosed. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
TRUE D. Morse, Acting Secretary. 

The CHairMan. Senator Williams. 

Senator Witi1ams. Mr. Secretary, I was very favorably impressed 
with the recommendations as to the limitation on the size of these 
operations, and in connection with the mechanics of its operation I 
am wondering whether you will have anything in your recommenda- 
tions which will prevent one of these large operators from dividing 
his operations into a series of corporations ‘and thereby avoid the limi- 
tations intended. 

Secretary Benson. That is one of the problems we face. I think 
that is one of the problems we face from the standpoint of adminis- 
tration. 

Senator Wititams. But is a problem we will be confronted with. 
Assuming you have one operation which operates around three to 
ated hundred thousand acres of wheat, it will be a simple matter to 
break that up into 20 to 25 cor por ations, whereby they would all come 
under the program and I am just wondering whether you have any 
plans to prevent that. 

Secretary Benson. We don’t have any spelled out in detail. I will 
say that. It is one of the problems we recognize and are giving some 
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thought to. Of course, you could place a limitation on the amount 
going to any one individual as well as to any one firm. In that way 
you will get at it pretty well. 

Senator Wiiurams. In the absence of having some plan, we are 
talking through our hats when you say we will limit payments. 

Secretary Benson. That is right. There will be a tendency to frag- 
ment the farm into small units. 

Senator Wimu1ams. Then, in connection with the repeal of section 
504, if that is repealed, as you suggest, does the Department contem- 
plate recommending the sale of some of these surpluses to Russia? 

Secretary Benson. We didn’t have in mind the sale. I think the 
removal of this restriction would simply permit us to enter into barter 
arrangements with countries that are now prohibited under this par- 
ticular limitation. We may or may not ever do any bartering with 
those other countries. We have had opportunities in the last couple 
of years where we could have moved some on a barter basis were it not 
for this restriction. All we are asking for is the removal of the 
restriction. 

Senator Witu1Ams. The reason for removing this is that you might 
resume trading relations with Russia ? 

Secretary Benson. Not necessar ily Russia, but some of the so-called 
Iron Curtain countries where we have an opportunity to barter per- 
ishable items for durable goods we need in this country. 

Senator WiuutaMs. In ree ommending the soil bank plan whereby 
you want to set aside 15 to 20 million acres in reserve, are you going 
to do anything to curtail the expansion of the reclamation projects 
which have recently been recommended? Will we at the same time 
be bringing new lands into production in some of these other areas? 
Or will that be suspended and held in abeyance pending the utilization 
of our current production capacity ? 

Secretary Benson. The approval of any new projects that would 
bring great blocks of land into cultivation ought to be looked at very 
carefully at this time when we are burdened with these heavy sur- 
pluses. That is not in our department, as you know. 

Senator Witu1aMs. It is still in the Government. 

Secretary Benson. Yes. We have pointed out the danger of bring- 
ing in blocks of land at this time. 

Senator Wiiu1ams. How many acres would be brought in, assum- 
ing the adoption of the Colorado River project ? 

Secretary Benson. I don’t know. I understood no land immedi- 
ately, although I would have to check. There is a long-term possi- 
bility from a long-term standpoint. 

Senator Wiu1ams. We are working on a rather long-range project 
here, and I was wondering if we would nullify the benefits to be de- 
rived from setting aside some of our present productive capacity by 
putting it into the soil bank, if at the same time we bring into produc- 
tion other new lands which are not now productive. I wonder if those 
two programs would be coordinated. 

Secretary Benson. We are carrying on some discussions with the 
Interior Department on that particular angle. 

Senator Wiiu1AMs. Before we act, can the committee get any assur- 
ance as to the success of your negotiations with this other department ? 

Secretary Benson. We will be glad to report to you the results of 
our conversations. 
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Senator Witu1aMs. In connection with the questions of payments 
for acres, I am not clear how that operates. Would you describe in 
detail just one specific operation, how you will arrange ‘these payments 
and how they will be cashed ¢ 

Secretary ‘Benson. Let me ask Dr. Parrlberg to comment on that. 

Dr. Parrieerc. Which of the two programs? 

Senator Witur1AMs. In the soil bank plan, assume the farmer had 
an allotment of 100 acres wheat or corn, and he sets either all or part 
aside. How does he get paid and how much? 

The CuarrmMan. Wheat in Kansas, let us say. 

Dr. Paartpere. If he had 100 acres of wheat allotment and he chose 
to underplant, to plant only 80 acres and put 20 acres in the acreage 
reserve, then as the program is now contemplated, there would be an 
estimate of what his normal production of wheat would have been 
on these 20 acres, which he takes out of production. He would re- 
ceive certificates equal to a given percentage of the value of the wheat 
that would have been grown on these 20 acres, and that is a critical per- 
centage, as has been indicated here. These certificates would be made 
available to him through the Commodity Stabilization Service. They 
would be cashable. They would be redeemable in cash or in kind at 
his election, perhaps at a prescribed rate that the Commodity Credit 
Corporation would indicate. Then as production is pulled down by 
this underplanting, a vacuum is created in the market into which the 
Commodity Credit Corporation could move a part of its present stock, 
receiving therefrom funds with which to redeem the farmer’s certifi- 
cates. 

I think in bare outline, those are the essentials of the program. 

Senator WiuuiaMs. I congratulate you on the explanation, but I 
am back where I was before. I don’t know what you are talkin 
about. My question is this: Assume this farmer is in Kansas wit 
100 acres of wheat. How much will he get per acre? When he goes to 
the cashier of the bank, I am afraid he will be just as confused as I 
am unless it is spelled out more specifically. What does he get? As- 
suming conditions are as at present, what will he get per acre? That is 
the answer that I want. 

Dr. Parriperc. This comes back, Senator, to the question that has 
been raised many times here this morning as to what the inducement 
should be, what the compensation should be, what the percentage 
of this man’s production should be, to draw him into the program. 

Senator Wiu11aMs. That is the question, and that is what I am 
asking. In the absence of such information how can either the 
Committee or the farmers decide on this proposal ? 

Dr. Paariperc. As has been indicated, it will be necessary to make 
rather thorough studies of this and to indicate criteria that will enable 
the administrators to designate that particular and critical thing. 
Weare not in a position at this time to make a; pens recommendation. 

Senator Witt1amMs. What is the average yield per acre for wheat in 
the State of Kansas? 

Secretary Benson. Senator Williams, we will have to come back 
in with a lot of specifics on this. We have the figures in our files. 
They are being worked out now. We have the average yield figure for 
the States, by years and by counties, in most instances. We will have 
to work out the details. 
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Senator Wiiurams. I recognize that. I know we do have those 
figures, and that is the reason it would be well for us to have some 
of those figures in the record. 

Secretary Benson. I think that is right. We ought to come for- 
ward with some specific examples. 

Senator Wiiuiams. Are they getting $50 an acre or $100 on acre 
or what do they get ? 

Secretary Benson. We can provide those examples of those specific 
figures for any States. 

Senator Witu1ams. Would you provide those figures on the differ- 
ent commodities broken down by States to the committee before we 
are asked to act on it? 

Secretary Benson. Yes, sir; I think we shall. 

The CuarrmMan. Senator Scott? 

Senator Scorr. No question. 

The CuarrmMan. Senator Schoeppel ? 

Senator Scuorrret. As I understood the Secretary, he has most 
kindly and cooperatively indicated that he would be willing to come 
before this committee at another time to go into these matters in more 
detail, and I appreciate that. There are just one or two things I want 
no mistake about, because during our series of hearings we heard the 
request for more acreage, I care not whether it was wheat or cotton 
or tobacco or rice, but we understand now in the first initial approaches 
to this bill, that the established acreage quotas that have heretofore 
heen established are now in force and effect unless modified by a later 
change, are the ones we are going to take to be the sustaining factor; 
is that correct ? 

Secretary Benson. That is correct. The farmer would not lose 
those quotas by participating in the acreage reserve program or the 
soil conservation program. 

Senator Scnorrren. That is correct, as I understand it, but I 
wanted it on the record. I do have some questions that I want to ask 
probably at a later time, and I want to request from the Department, 
how the normal yield would be determined and will it be based on the 
average over a 3-year period, over a 5-year on iod, or a 10-year period ? 
Because we have had in a number of areas, and I notice that my col- 
leagues might have similar conditions in Aba areas which suffered 
considerable drought damage, and the yields on wheat naturally were 
down by reason of that. 

Then what period of time that is going to be used in an equitable 
and fair way is going to be very important, and I am sure, Mr. Secre- 
tary, that you and the members of your Department’s staff will come 
up with something on that score that will be enlightening to us. 

Secretary Benson. We will have some definite recommendations 
regarding the base period to be used. 

Senator Scuorrret. One thing that I am concerned about, because 
it affects my area of Kansas and Oklahoma and the western part of 
the Midwestern States, that is where we only have, say, wheat or 
maybe the sorghums as crops we must rely upon, no reference has been 
made to any of those sorghum grain crops in this testimony today. 
That falls under the category of the feeds. 

I want at the proper time, when the Secretary comes before the com- 
mittee with his staff, to go into how those matters might be handled 
and what consideration will be given to those areas where, if you fail 
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on wheat, and we cannot go to soybeans, corn, and any of the many 
crops which are or can be grown in other areas of the country. This 
is vitally important to us in those sections so affected and especially 
where we can show a history of sorghum grain production. I am sure 
the Secretary has thought of that. 

Secretary Benson. That is right. 

Senator Scuorrrer. Time is getting late, and the Secretary is busy, 
and you are _— before the committee again. I will defer some 
other questions. I do particularly want to say that Senator Anderson 
and Senator Holland covered some other matters first before I had 
the opportunity of discussing and asking some questions on wheat 
that I think is most helpful in clearing these matters up. 

I want to say one thing further, however. Some | reference was 
made here to plowing up wheat in this present year’s program. I 
think under the President’s message he pointed out the need and the 
necessity by reason of the fact that the winter-wheat areas have already 
planted wheat. There was an opportunity he hoped that would be 
given by proper legislation and consideration by the Department to 
taking even some of that wheat that was now in the ground out of 
production by conforming to this program, the Congress passes it. 

Secretary Benson. That was suggested as a possibility in those 
areas where that is an accepted practice, aiid in order to give every 
farmer an opportunity to get into the program this coming year, 19% 56. 

Senator Scnorprer. I think that is eminently fair, and I think it is 
most important for those areas in that category to be so considered. 

May I say that I do appreciate the outline you have given on this 
entire program. I think it is most helpful. I think it is most con- 
structive, and it is very helpful to us as this committee moves forward 
under the time schedule that Senator Ellender has established. 

Senator Younc. Mr. Secretary, I am not clear now, I don’t know 
what the position of the Department is after Senator Schoeppel asked 
some questions, and the answers to my questions a while ago. Can or 

cannot a wheat farmer plow under part of his regular allotment to 
qualify for the acreage reserve and soil-conse rvation program ? 

Secretary Benson. The President suggested, and I heartily concur, 
in those areas where winter wheat has been planted and where it is an 
accepted practice to plow that wheat under or mix it in with the soil, 
that that be accepted as one of the practices and would be permitted 
under the program. 

Senator Young. I understand that under the present law a winter 
wheat farmer can plow up his wheat over and above his allotment, 
but under this program—— 

Secretary Benson. In order to comply. 

Senator Youne. Now he can plow up 20 percent or more of his 
wheat acreage his regular wheat allotment to come under the new 
acreage reserve program. 

Secretary Benson. Yes. If it is an accepted practice, and it is in 
many of the wheat areas as a soil fertility and erosion control measure. 

Senator Youne. This would be’ the first time that the Federal 
Government paid a farmer to destroy a crop. 

Secretary Benson. We are not paying him to destroy the crop. We 
are paying him to follow a pr: actice which is accepted in the area 
and which is more or less common. Ofttimes farmers do that for soil 
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fertility purposes. They will plant in the fall and plow the crop 
up in the spring or mix it in with the soil as a regular practice. 


Senator Younae. That is above his allotment, but to encourage the 


farmer to decrease his production below his allotment, the Federal] 
Government will pay him to plow it up. 

Secretary Benson. We will accept that as one of the practices. At 
least, we suggested that to the committee for consideration. 

The Cuairman. As I indicated, soon after I asked a few questions, 
many of us would have liked to have asked you more questions. We 
realize you are a busy man and you have offered to come before us 
later, and we hope to call you when you have many of these suggestions 
you made this morning in such a shape as to be more specific, particu- 
larly with reference to the amount of payments that Senator Wil- 
liams is concerned about, and it is my ea that you will get your 
staff busy and furnish us with this data as soon as possible, so we can 
reach that target that I have fixed of February 15. I think it is 
possible. 

Secretary Benson. I do, too. 

The Cuarrman. [f all of us get together and work 

Secretary Benson. Thank you, Senator. We will be glad to coop- 
erate in any way. We are very anxious to see you reac +h that target 
and my staff and I will stand re: uly to do anything we can to be 
helpful. 

The Cuamrman. With that understanding, the committee will 
stand in recess until 2: 30, to meet in executive session with the heads 
of our farm organizations in the regular meeting room of the Agri- 
culture Committee. 

Secretary Benson. Thank you very much. 

(Whereupon, at 1 p. m., the committee recessed. ) 
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TUESDAY, JANUARY 17, 1956 


Untrep States SENATE, 
ComMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 

The committee met, pursuant to call, at 10:10 a. m., in room 324, 
Senate Office Building, Washington, D. C., Senator Allen J. Ellender 
(chairman) presiding. 

Present: Senators Ellender, Johnston, Holland, Clements, Hum- 
phrey, Scott, Aiken, Young, Thye, Hickenlooper, Mundt, and 
Williams. 

The CuarrMANn. The committee will come to order. 

It will be recalled that when our committee met on January 4 I 
informed the committee that I had instructed the staff to proceed to 
draft a bill trying to carry out tle suggestions made by various wit- 
nesses throughout the country, when we held our hearings last fall. 

Senator Young, you will remember that we discussed that together, 
and we agreed it was a proper procedure. I want it well understood 
now—although it is labeled a “committee print”—it is not to be con- 
sidered as a bill that has been prepared by the committee itself, and 
I had inserted in parentheses on the first page of this so-called com- 
mittee print, January 17, 1956 “(Draft prepared by committee staff 
to illustrate suggestions made by various witnesses at committee hear- 
ings held from October 19, 1955, to November 24, 1955).” 

In other words, it is a draft that incorporates the views expressed 
by many witnesses throughout the country ; and since we held hearings 
throughout the country I want it understood that this may be used 
as a form of bill upon which the committee will work but it is in no 
sense to be classified as a bill that has received the sanction of the 
committee, nor any of its members. 

With that understanding, if there is no objection, I will make it 
public and we can probably use it as a basis for drafting a bill. 

Senator Younc. Your action is in accord with the understanding 
we had with the committee a few days ago. 

The CuarMan. You will recall when we met on the 4th, I told the 
committee members—all members were present, I think, except two— 
I stated then that I had instructed our staff to proceed to draft a bill 
based on the hearings we held, and to that we would add or take away 
whatever we thought was better, based on suggestions made later on, 
either by the Department or by Senators or by the various organiza- 
tional groups. ; 

My good friend Senator Capehart here made a suggestion to me the 
first day that Congress convened, and I in turn suggested to him that 
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he introduce his bill and we would be glad to consider it at the time 
that we draft our bill. You will remember your visit to my office. 

Senator Caprnart. Very well, I do. 

The CuarrmMan. Again, this print is not to be considered a commit- 
tee bill by any means, it is merely something to work on. 

Senator Ture. If I might be permitted a few questions here, Mr. 
Chairman. 

The Cuarrman. The committee print, and a summary of it will be 
made a part of the record at this point. 

(The committee print is as follows :) 


[Committee print, January 17, 1956] 

(Draft prepared by committee staff to illustrate suggestions made by various 
witnesses at committee’s hearings held from October 19, 1955, to November 
24, 1955) 

[S. ——, 84th Cong., 2d sess.] 
A BILL To provide an improved farm program 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Agricul- 
tural Act of 1956.” 


TITLE I. PRICE SUPPORT 
PRICE SUPPORT LEVELS 


Sec. 101. (a) Section 101 (d) (6) of the Agricultural Act of 1949 is amended 
to read as follows: 

“(6) except as provided in subsection (c), the level of support to co- 
operators for any basic agricultural commodity of any grade, type, staple, 
variety, or other quality for which the supply is not in excess of requirements 
for domestic consumption and exports, plus a reasonable reserve for con- 
tingencies, shall be not less than 90 per centum of the parity price therefor if 
producers have not disapproved marketing quotas.” 

(b) Section 403 of the Agricultural Act of 1949 is amended to read as follows: 

“Sec. 403. In establishing support prices for any commodity appropriate ad- 
justments shall be made in its parity prices for differences in grade, type, staple, 
variety, quality, location, and other factors. Such adjustments shall, so far as 
practicable, be made in such manner that the average adjusted parity price for 
such commodity will, on the basis of the anticipated incidence of such factors, be 
equal to the parity price for the commodity determined as provided in the Agri- 
tural Adjustment Act of 1938.” 

Notre.—tThe italicized subsections (a) and (b) shown below are alternative proposals to 
subsections (a) and (b) shown above. Some witnesses suggested that the average grade of 
cotton should be the standard grade and this proposal could be accomplished by striking 
out the last sentence of subsection (a) below. 

“Sec. 101 (a) Section 403 of the Agricultural Act of 1949 is amended to read 
as follows: 

“Sec. 403. Appropriate adjustments may be made in the support price for any 
commodity for differences in grade, type. variety, staple, quality, location, and 
other factors, and, in the case of wheat, the Secretary shall provide for appro- 
priate discounts for varieties which the Secretary determines are unsuitable for 
milling purposes. Such adjustments shall, as far as practicable, be made in such 
manner that the average support price for such commodity will, on the basis of 
the anticipated incidence of such factors, be equal to the level of support de- 
termined as provided in this Act. Middling one-inch cotton shall be the standard 
grade for purposes of parity and price support.” 

(b) Section 3 (a) of Public Law 272, Eighty-first Congress, is hereby repealed. 

(c) Section 101 (d) of the Agricultural Act of 1949 is amended by adding at 
the end thereof the following additional paragraph: 

(8) the support price available to any producer in any calendar year for 
any basic agricultural commodity, other than tobacco, shall be decreased as 
provided in the following table as the aggregate amount of price support loans 
and purchases made to the producer with respect to all basic agricultural 
commodities increases; but the price support made available on any com- 
modity covered by paragraph (6) of this subsection shall in no event be less 
than 90 per centum of its parity price. 
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Price Support TABLE FOR BAsIc AGRICULTURAL COMMODITIES 
OTHER THAN TOBACCO 


If the loan or purchase would increase The support price shall 
the aggregate price support loans and be the following per- 
purchases made to the producer with centage of the level 
respect to all basie agricultural com- of support otherwise 
modities (other than tobacco) during provided by this Act: 


the calendar year to an amount— 


Nat GRE Wi e0-qaecew vdeo de arntiew aca as da ieccan apnea ae aaa aan 100 
Exceeding $ Dit oe Greate — tt a tee ee oe eee 4 
Exceeding $ ee he EOE |}. cxmniendapeaeandeeaseel 
Exceeding $ but not exceeding $ cision ntanidaee 
Exceeding $ but not exceeding $ saahctdoesiaiateasinietninneibalioen a. 
Exceeding $ Der ROCeeenn o. “  - - vunteiénpusuieeenee 
Exceeding $ bast ee eee Ss) 4 |. . .weueenieewen ene 
Exceeding $ mit Mel eres Co Leaameamenineen 
Exceeding $ Dat ROG GRRONIDE S|. weakedvinteceieeeusee 
Exceeding $ a eT dada 
Exceeding $ but not exceeding $ eoomite det eeapmenktiead tonite 
Exceeding $ but ner eee a: | ~~ Cl eee 
Exceeding $ Der ee eee SS ——t—s:—stéis=C*«CNstto cms cine 
Exceeding $ bet moteccaeiing Sy, 4: | canctostseebbe cee 
Exceeding $ Ot. ue6 Guetaaae 3 . >. “eatin 
Ween 6 all derebeg geet deen ean ee 66 


For the purpose of this paragraph that portion of any loan or purchase which 
would increase the total price support loans or purchases made to the producer 
with respect to all basic agricultural commodities, other than tobacco, during 
the calendar year to any multiple of $ shall be treated separately from 
the balance of such loan or purchase. In the case of husband and wife, parents 
and dependent children, or other family unit residing in one household and recog- 
nizing a single authority as the head of the family, not more than one person or 
group of persons shall be recognized as a producer for the purpose of this para- 
graph. Price support through operations other than loans or purchases may not 
exceed the minimum support price provided by this paragraph. In the absence 
of action by the Secretary under section 402 of this Act, the ‘current support price’ 
of any basic agricultural commodity, other than tobacco, for the purposes of 
section 407 of this Act shall be the minimum support price provided by this 
paragraph.” 

Notre.—The following italicized alternate paragraph (8) would increase the support 
level for small products without reducing the support level for large producers. 

“(8) the level of price support available under any loan or purchase to 
any cooperator for any crop of a basic agricultural commodity (other than 
tobacco) for which marketing quotas have not been disapproved by pro- 
ducers, shall not be lower than the level set forth in the following table: 


Price support table for basic agricultural commodities other than tobacco 


If the loan or purchase would increase The level of support 
the aggregate price support loans and available through 
purchases made to the producer with such loan or pur- 
respect to all basic agricultural com- chase shall be the 
modities (other than tobacco) during following percentage 
the calendar year to an amount— of the parity price: 

WOO Caper Crees iat a a ee en ae wn dbbecaahaeeaitntal 100 

Exceeding $1,000 but not exceeding $2,000__.____________________ 98 

Exceeding $2,000 but not exceeding $3,000_-._-..-.-__-_______________ 96 

Faceeding $3,000 but not eaceeding $4,000_......._~--_-._.___ 94 

Hrceeding $4,000 but not exceeding $5,000__.__.....-_______ 92 

Exceeding $5,000 but not exceeding $6,000__.._......._._-___ 90 

Exceeding $6,000 but not exceeding $7,000_..__-_______._-_-_-- 88 

Frceeding $7,000 but not exceeding $8,000___-.._-___--_----___________ 86 

Exceeding $8,000 but not exceeding $9,000___._.......... 8h 

Exceeding $9,000 but not exceeding $10,000___._..._._..____ 82 

Exceeding $10,000 but not exceeding $11,000__..._...._ 80 

Exceeding $11,000 but not exceeding $12,000________-.__.____ “ap 

Exceeding $12,000 but not exceeding $13,000__________._-_.._._ 76 


Beceeding S15 000 2 once i i Ein ceeeiecneeuildssinah bee as Sage els lis 15 
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For the purpose of this paragraph that portion of any loan or purchase which 
would increase the total price support loans or purchases made to the producer 
with respect to all basic agricultural commodities, other than tobacco, during 
the calendar year to any multiple of $1,000 shall be treated separately from the 
balance of such loan or purchase. In the case of husband and wife, parents and 
dependent children, or other family unit residing in one household and recog- 
nizing a single authority as the head of the family, not more than one person 
or group of persons shall be recognized as a producer for the purpose of this 
paragraph. In the absence of action by the Secretary under section 402 of this 
Act the ‘current support price’ of any basic agricultural commodity, other than 
tobacco, shall be determined for the purposes of section 407 of this Act without 
regard to the provisions of this paragraph.” 

(d) The Agricultural Act of 1949 is amended by adding at the end thereof the 
following new section: 

“Src. 421. No price support shall be made available to any producer who cus- 
tomarily derives more than 50 per centum of his income from occupations other 
than the production of agriculaural commodities.” 

(e) This section shall be effective with respect to 1956 and subsequent crops. 


PARITY FORMULA 


Sec. 102. Section 301 (a) (1) (G) of the Agricultural Adjustment Act of 
1988 (providing for a dual parity formula) is amended by striking out the 
following: “, as of any date during the six-year period beginning January 1, 
1950,”. The Secretary shall make a thorough study of possible methods of 
improving the parity formula and report thereon, with his recommendations, to 
Congress within six months after the enactment of this Act. 


TITLE II—SOIL BANK ACT OF 1956 
SHORT TITLE 
Sec. 201. This title may cited as the “Soil Bank Act of 1956”. 
DEFINITIONS 


Sec. 202. As used in this title— 

(1) The term “agricultural commodity” means any product of the soil which 
is produced from annual seeding for commercial purposes. 

(2) The term “Secretary” means the Secretary of Agriculture. 


ACREAGE TO BE RETIRED AND METHOD OF APPORTIONMENT 


Sec. 203. (a) The Secretary is authorized and directed to establish and main- 
tain a soil bank as provided by this title. Prior to November 15 in each year, 
beginning with 1956, the Secretary shall determine the acreage to be maintained 
in the soil bank during the succeeding year. Such acreage shall be the number 
of acres, if any, by which— 

(1) the acreage used for the production of agricultural commodities dur- 
ing the year in which such determination is made, plus any acreage then 
in the soil bank or retired from production as a result of acreage allotments 
or marketing quotas, exceeds 

(2) the acreage needed during the year for which such determination is 
made for the production of agricultural commodities for domestic consump- 
tion and export and to maintain adequate reserves to meet emergency 
requirements. 

In making the determination referred to in clause (2) for any year, stocks of 
agricultural commodities on hand from prior years shall be taken into considera- 
tion only to such extent as is necessary to provide for the orderly liquidation 
of such stocks over a reasonable period of years and as will not result in undue 
hardship to producers. As soon as practicable after the enactment of this Act 
the Secretary shall determine the acreage which, consistent with the purposes 
of this Act, can be maintained in the soil bank during 1956, 

Nore.—The following subsections give the Secretary very broad authority in apportion- 
ing acreage to be retired, and would permit establishment of an acreage reserve and a 
conservation reserve within the soil bank as outlined in the President's program. 


However separate computation and apportionment of such reserves could be provided for 
Specifically if that appeared desirable. 
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(b) The acreage, if any, to be added to the soil bank for any year shall be 
apportioned to States, counties, and farms on the basis of their respective acre- 
ages used for the production of agricultural commodities, plus their respective 
acreages maintained in the soil bank, during the preceding year, except that— 

(1) so much, if any, of the acreage to be added to the soil bank in any 
year as the Secretary shall deem necessary therefor shall be apportioned to 
States, counties, and farms in such manner as may be necessary to restrict 
production on acreage diverted from crops under acreage allotment or mar- 
keting quota, and to relieve hardship resulting from such diversion, par- 
ticularly in cases where such relief is necessary for the support of the 
family residing on and operating the farm; 

(2) appropriate adjustments shall be made for acreage continued in the 
soil bank from the preceding year ; 

(3) appropriate adjustments shall be made to the extent necessary to 
assure adequate production of agricultural commodities and products not 
in surplus and to discourage the production of agricultural commodities 
and products in surplus; 

(4) appropriate adjustments may be made to prevent of reduction of 
family farm units, whether operated by owners or tenants, to an uneco- 
nomic size ; 

(5) appropriate adjustments may be made, to the extent desirable for 
the effective administration of this title, where the acreage apportioned 
to any farm under this subsection is too small to permit of effective ad- 
ministration, or is slightly more or less than a full field or other unit; 

(6) appropriate adjustments may be made where the Secretary deter- 
mines through the State, county, and local committees and other sources 
of information that certain producers, or producers in certain areas, desire 
to add less acreage to the soil bank than that which would otherwise be 
apportioned to them, while other producers or producers in other areas, 
desire to add a greater acreage to the soil bank than that which would 
otherwise be apportioned to them ; 

(7) appropriate adjustments may be made to meet the respective needs 
of various areas for flood control, drought control, and other conservation 
benefits ; and 

(S) if the Secretary determines that in any State or county, a majority 
of the producers desire such action and that such action will contribute 
to the effective and equitable administration of this title, the Secretary, in 
lieu of apportioning the State apportionment to counties and farms or 
apportioning the county apportionment to farms may determine the lands 
to be added to the soil bank in such State or county through negotiation, 
advertising and bid procedure, or other suitable method. 


METHODS OF RETIREMENT 


Sec. 204. (a) The Secretary is authorized to provide through lease, pur- 
chase, payments, or other contractual arrangements (including price support 
for commodities produced on other lands at levels higher than otherwise pro- 
vided) for retirement of the acreage apportioned to any farm under section 
203 (b) of this title from the production of agricultural commodities to such uses 
as he determines will protect and improve the fertility of the soil and promote 
the general welfare. In determining which method of retirement shall be 
used, the Secretary shall give consideration to the following factors: (1) Needs 
in future years to withdraw lands from the soil bank; (2) the desirability of 
distributing the expiration of leases uniformly by years and areas; (3) the period 
of years necessary to obtain the maximum benefits from the conservation uses 
to which the lands are retired; (4) the desires of the person with whom such 
contractual arrangement is entered into; (5) the availability of appropriations ; 
and (6) such other factors as the Secretary may deem proper. 

(b) Not more than per centum of the lands to be added to the 
soil bank in any year shall be retired through purchase or lease in excess of 
five years. The contractual arrangement under which lands are retired shall 
contain— 

(1) a provision prohibiting the retired lands from being used during the 
period of retirement for the production of agricultural commodities or prod- 
ucts (including livestock products) ; but permitting the Secretary to return 
such lands to production if the need thérefor should arise prior to the end 
of the prescribed period of retirement ; 
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(2) such provisions as the Secretary may deem necessary limiting the 
diversion of other lands on the farm from conservation, woods, pasture, or 
other use to uses which would tend to defeat the retirement from production 
provided for by such contractual arrangement ; 

(3) a provision (A) giving the Secretary a right of entry on the farm 
with respect to which such contractual arrangement is entered into for 
the purpose of measuring acreage and otherwise determining compliance 
with such contractual arrangement, and (B) requiring the farm operator 
to certify under oath or affirmation with respect to matters necessary to 
determine such compliance; 

(4) such provisions as may be necessary to provide equitable treatment 
for tenants and prevent them from being forced off the farm or restricted 
to the operation of uneconomic units. 

(5) such provisions as the parties may agree to with respect to the non 
productive purposes for which the lands may be used by the farm owner or 
operator, the Secretary, the general public, or others ; and 

(6) such other provisions as the Secretary may deem appropriate to ac- 
complish the purpose of this title. 

(c) The purchase price of any lands purchased pursuant to this section shall 
not exceed the actual cash value of such lands for agricultural purposes. The 
rental for any lands leased pursuant to this section shall not exceed the fair 
rental value of such lands for agricultural purposes. Payment may also be 
made by the Secretary of such part of the cost of the conservation materials and 
practices applied to the retired lands as he may determine to be fair and equi- 
table. In determining the rental to be paid for leased lands and the share of 
the conservation costs to be paid by the Government, the Secretary shall give 
consideration to such of the following factors as he may deem material: (1) 
the desirability of establishing rentals for retired lands for the purposes of this 
title at a uniform percentage (between 5 and 7 per centum of their value; (2) 
the support or market value of the normal production of the retired acres; (3) 
taxes, interest on land cost, depreciation on machinery formerly used to culti- 
vate the retired lands, and compensation for loss of income from the retired 
lands; (4) prevailing rental values; (5) the landlord’s customary share of the 
normal production of the retired lands; (6) the rights in the retired lands re- 
tained by the owner or operator and the rights granted to the Secretary; and 
(7) the benefits which will accrue to the owner or operator and to the general 
public as a result of the conservation measures applied to the retired lands. 

(d) Contractual arrangements for the retirement of lands under this section 
expiring in any year may be renewed by mutual agreement, if such renewals 
would not result in the soil bank for succeeding years exceeding the acreage to 
be maintained in thé soil bank for such years as provided by section 203. The 
number of acres covered by any such arrangements which are not renewed shall, 
if needed to maintain the soil bank at the required level, be treated as acreage 
to be added to the soil bank and apportioned as provided in subsection (b) of 
section 208. 

(e) Whenever it shall appear to the Secretary that (because of the high or 
low normal productivity of lands, being retired to the soil bank or other reason) 
redetermination of the acreage to be maintained in the soil bank for any year is 
necessary to accomplish the purposes of this Act, the Secretary shall make such 
redetermination and may make such adjustment in apportionments under section 
203 (b) as may then appear to be feasible and desirable in the light of the pro- 
visions of this title and the circumstances existing at the time of such redeter- 
mination. 

(f) Producers shall be required to enter into contractual arrangements with 
respect to any acreage apportioned to them under this title as a condition of 
eligibility for price supports and conservation payments. 


REPORTS ON ADMINISTRATION OF THIS TITLE 


Sec. 205. As soon as practicable after substantial completion of the period of 
entering into contractual arrangements under this title each year for the years 
1956 through 1959, the Secretary shall report to Congress on the administration 
of this title; the acreage retired; the methods of apportionment used: the 
methods of retirement used; the purposes for which the retired lands may be 
used by the farm owners and operators, the general public, and the Government ; 
the conservation practices applied ; the extent to which the retired lands may be 
utilized to contribute to flood control, drought control, recreation, wildlife man- 
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agement, and other purposes; and such recommendations for amendment of this 
title as may appear necessary or desirable. 


TITLE ITI—SURPLUS DISPOSAL 
MAINTENANCE OF INCREASED SET-ASIDE 


Sec. 301. (a) Notwithstanding the provisions of section 102 of the Agricul- 
tural Act of 1954, the quantities of wheat and cotton set aside pursuant to section 
101 of that Act shall be increased, respectively, by a quantity acquired from 1955 
and prior years’ crops equal to the quantity by which the carryover of the com- 
modity for the marketing year beginning in 1956 exceeds the carryover of the 
commodity for the marketing year beginning in 1955. 

(b) The last sentence of section 105 of the Agricultural Act of 1954 is amended 
bv striking out “1955” and inserting “1956”. 

“(e¢) So much of subsection (a) of section 103 of the Agricultural Act of 1954 
as precedes paragraph (1) of such subsection is amended to read as follows: 

“(a) During any marketing year for which the total supply of any commodity 
in the set-aside (excluding the quantity in the set-aside from the computation 
of total supply) exceeds —-—————- per centum of the normal supply for such 
commodity the commodity set-aside shall be reduced by disposals of such com- 
modity made in accordance with the direction of the President as follows :” 


PROGRAM OF ORDERLY LIQUIDATION 


Sec. 302. (a) The Secretary of Agriculture shall, as rapidly as possible con- 
sistent with the operation of the price support program and orderly liquidation, 
dispose of all stocks of agricultural commodities held by the Commedity Credit 
Corporation in excess of those required to provide adequate reserves for cur- 
rent domestic consumption and export and for the national security (herein- 
after referred to as “surplus commodities” ). 

(b) The Secretary shall submit a detailed program for the disposition of sur- 
plus commodities as required by subsection (a) to Congress within thirty days 
after the enactment of this Act and shall report annually thereafter on his 
operations under subsection (a). Such programs and annual reports shall 
show— 

(1) the quantities of surplus commodities on hand; 

(2) the methods of disposition utilized and the quantities disposed of 
during the preceding twelve months; 

(3) the methods of disposition to be utilized and the estimated quantities 
that can be disposed of during the succeeding twelve months ; 

(4) a detailed program for the expansion of markets for surplus agri- 
cultural commodities through marketing and utilization research and im- 
provement of marketing facilities; and 

(5) recommendations for additional legislation necessary to accomplish 
the purposes of this section. 


REESTABLISHMENT OF HISTORIC SHARE OF WORLD COTTON MARKET 


Sec. 303. (a) In furtherance of the current policy of the Commodity Credit 
Corporation of offering surplus agricultural commodities for sale for export at 
competitive prices, the Commodity Credit Corporation is directed to use its 
existing powers and authorities to encourage sales for export of such quantities 
of cotton as will reestablish and maintain the fair historical share of the world 
market for United States cotton, said volume to be determined by the Secretary 
of Agriculture. 

(b) In order to prevent material interference with the sales program author- 
ized under subsection (a) or with the cotton price support program or to prevent 
loss of domestic markets for cotton or reduction in the amount of cotton products 
produced in the United States from United States cotton, the quantity of manu- 
factured cotton products which may be imported into the United States shall not 
exceed by more than 50 per centum the average annual quantity imported dur- 
ing a representative period of two consecutive years, as determined by the Sec- 
retary of Agriculture: Provided, That not to exceed 25 per centum of such quan- 
tity may be entered during any calendar quarter. The Secretary of Agricul- 
ture may promulgate such regulations as may be necessary to assure equitable 
distribution of such quotas among exporting countries. 
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EXTENSION AND EXPANSION OF SPECIAL SCHOOL MILK PROGRAM 





Sec. 304. The last sentence of section 201 (c) of the Agricultural Act of 1949, 


as amended, is amended to read as follows: “For the period September 1, 1954, % 
to June 30, 1955, not to exceed $50,000,000, and for the period July 1, 1955, to 


June 30, 1957, not to exceed $75,000,000 annually, of the funds of the Commodity 
Credit Corporation shall be used exclusively to increase the consumption of 
fluid milk by children in nonprofit schools of high-school grade and under.” 


EXTENSION OF ACCELERATED BRUCELLOSIS PROGRAM 


Sec. 305. Section 204 (e) of the Agricultural Act of 1954, is amended to read 
as follows: 

“As a means of stabilizing the dairy industry and further suppressing and 
eradicating brucellosis in cattle the Secretary of Agriculture is authorized to 
transfer not to exceed $15,000,000 for each of the fiscal years ending on or 
before June 30, 1958, from funds available to the Commodity Credit Corpora- 
tion, to the funds appropriated to the Department of Agriculture for such fiscal 
years for the purpose of accelerating the brucellosis eradication program, for the 
purpose of increasing to not to exceed $50 per head of cattle the amount of the 
indemnities paid by the Federal Government for cattle destroyed because of 
brucellosis in connection with cooperative control and eradication programs for 
such disease in cattle entered into by the Secretary under the authority of the 
Act of May 29, 1884, as amended, for the purpose of increasing the number of 
such indemnities, and for the purpose of defraying any additional administrative 
expenses in connection therewith. There are hereby authorized to be appro- 
priated annually such sums as may be necessary to reimburse the Commodity 
Credit Corporation for expenditures pursuant to this section.” 










Sia icant 


EXTENSION OF VETERANS AND ARMED FORCES MILK PROGRAMS 


Sec. 306. Section 202 of the Agricultural Act of 1949 (relating to the Veterans 
and Armed Forces milk programs) is amended by striking out “December 31, 
1956” wherever it appears therein and inserting in lieu thereof “December 
31, 1958.” 









ee 


TITLE IX-—-RICE CERTIFICATE PLAN 


Sec. 401. Title III of the Agricultural Adjustment Act of 1938, as amended, is 
amended (1) by changing the designation thereof to read as follows: “TITLE 
III—LOANS, PARITY PAYMENTS, CONSUMERS SAFEGUARDS, MARKET- 
ING QUOTAS, AND MARKETING CERTIFICATHS”; (2) by changing the 
designation of subtitlé D thereof to read as follows: “Subtitle E.—MtIsceLtLaNnrous 
PROVISIONS AND APPROPRIATIONS”; and (3) by inserting after subtitle C a new 
subtitle D, as follows: 
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“SuptitLeE D—Rick MARKETING CERTIFICATES 
“LEGISLATIVE FINDINGS 


“Sec. 380a. Rice, in addition to being a basic food, is one of the great export 
crops of American agriculture and its production for domestic consumption and 
for export is essential to the maintenance of a sound national economy and to 
the general welfare. The movement of rice from producer to consumer, is pre- 
ponderantly in interstate and foreign commerce. That small percentage of rice 
which is produced and consumed within the confines of any State is normally 
commingled with, and always bears a close and intimate commercial and com- 
petitive relationship to, that quantity of such commodity which moves in inter- 
state and foreign commerce. For this reason, any regulation of intrastate com- 
merce in rice is a regulation of commerce which is in competition with, or which 
otherwise affects, obstructs, or burdens, interstate commerce in that commodity. 
In order to provide an adequate and balanced flow of rice in interstate and for- 
eign commerce and thereby assists farmers in obtaining parity of income by 
marketing rice for domestic consumption at parity prices and by increased ex- 
ports at world prices, and to assure consumers an adequate and steady supply 
of rice at fair prices, it is necessary to regulate all commerce in rice in the man- 
ner provided under the marketing certificate plan set forth in this subtitle. 
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“PRIMARY MARKET QUOTA 


“Sec. 380b. Not later than December 31 of each calendar year the Secre- 
tary shall determine and proclaim the primary market quota for rice for 
the marketing year beginning in the next calendar year. Such quota shall 
be that number of bushels of rice which the Secretary determines will be 
consumed as human food in the United States (including its Territories and 
possessions) or exported to Cuba during such marketing year. 


“APPORTIONMENT OF PRIMARY MARKET QUOTA 


“Spo. 380c. (a) The primary market quota for rice, less a reserve of not 
to exceed 1 per centum thereof for apportionment as provided in this sub- 
secuion, Shall be apportioned by the Secretary among the several States vou 
the basis of the total production of rice in each State during the five cal- 
endar years immediately preceding the calendar year for which the quota is 
proclaimed (plus, in applicable ye&rs, the acreage diverted under previous 
agricultural adjustment and conservation programs), with adjustments for 
trends in acreage during the applicable period. The reserve quota set aside 
herein for apportionment by the Secretary shall be apportioned to farms re- 
ceiving quotas which are inadequate because of an insufficient State or county 
quota or because rice was not produced on the farm during all of the preceding 
five years. 

“(b) The State quota shall be apportioned to farms owned or operated by 
persons who have produced rice in any one of the five calendar years im- 
mediately preceding the year for which such apportionment is made on the 
basis of past production of rice in the State by the producer on the farm 
taking into consideration the acreage allotments and quotas previously es- 
tablished in the State for such owners or operators; abnormal conditions 
affecting production; land, labor, and equipment available for the produc- 
tion of rice; crop rotation practices; and the soil and other physical factors 
affecting the production of rice: Provided, That if the State committee rec- 
ommends such action and the Secretary determines that such action will fa- 
cilitate the effective administration of the Act, he may provide for the 
apportiorment of the State quota to farms on which rice has been produced 
during any one of such period of years on the basis of the foregoing fac- 
tors, using past production of rice on the farm and the acreage allotments 
and quotas previously established for the farm in lieu of past production of 
rice by the producer and the acreage allotments and quotas previously es- 
tablished for such owners or operators. Not more than 3 per centum of the 
State quota shall be apportioned among farms operated by persons who will 
produce rice during the calendar year for which the allotment is made but 
who have not produced rice in any one of the past five years, on the basis 
of the applicable apportionment factors set forth herein: Provided, That in 
any State in which quotas are established for farms on the basis of past 
production of rice on the farm such percentage of the State quota shall be 
apportioned among the farms on which rice is to be planted during the cal- 
endar year for which the apportionment is made but on which rice was not 
planted during any of the past five years, on the basis of the applicable appor- 
tionment factors set forth herein. 

“(ce) Notwithstanding any other provisions of this Act— 

“(1) if farm quotas are established by using past production of rice 
on the farm and the acreage allotments and quotas previously established 
for the farm in lieu of past production of rice by the producer and the 
acreage allotments and quotas previously established for owners or opera- 
tors, the State quota shall be apportioned among counties in the State on 
the same basis as the national quota is apportioned among the States and 
the county quotas shall be apportioned to farms on the basis of the appli- 
eable factors set forth in subsection (b) of this section: Provided, That 
the State committee may reserve not to exceed 5 per centum of the State 
quota, which shall be used to make adjustments in county quotas for trends 
in acreage and for abnormal conditions affecting plantings ; and 

“(2) In determining the past production of rice by producers on a farm, 
the production of rice on the farm for any year for which farm acreage allot- 
ments or quotas were in effect shall be divided among the producers thereon 
in the proportion in which they contributed to the farm acreage allotment 
or quota. 
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‘“(d) Notwithstanding any other provision of this section, no amount of rice 
produced on any farm in excess of the quota for such farm shall be taken int: 
account in establishing future State, county, and farm quotas. 

“(e) In any case in which, during any year for which a primary market quota 
is in effect under this title, the production of rice on any farm is less than the 
quota for such farm, there shall be considered for the purposes of future farm, 
county, and State quotas to have been produced on such farm in such year an 
amount of rice equal to the quota of such farm, but only if the owner or operator 
of such farm notifies the county committee prior to June 20 of such year of 
his desire to pr rve such quota. 


“MARKETING CERTIFICATES 


“Sec. 380d. (a) The Secretary shall issue marketing certificates to cooperators 
for the amount produced within the quota established for the farm pursuant to 
the applicable provisions of section 380c of this Act. The Secretary may require 
such certification by the producer on the face of the certificate or otherwise 
with respect to the amount produced by him as may be necessary to determine 
the value of the certificate. The Secretary may authorize the issuance of such 
certificates to individual producers on any farm on the basis of their respective 
shares in that part of the rice crop, or the proceeds thereof, produced on the 
farm which is within the quota for the farm. The Secretary shall also issue 
and sell marketing certificates in such quantities as may be required to persons 
processing rice into food products or importing rice food products. Marketing 
certificates shall be transferable only in accordance with regulations issued by 
the Secretary. 

“(b) Whenever a primary market quota is proclaimed for any marketing 
year pursuant to section 380b of this Act, the Secretary shall determine and 
proclaim for such marketing year (1) the estimated parity price and the esti- 
mated farm price for rice, and (2) the value of the marketing certificate. The 
value of the marketing certificate shall be equal to the amount by which the 
estimated parity price exceeds the estimated farm price as determined herein. 
The value of the marketing certificate shall be computed to the nearest cent. 
The proclamation required by this subsection shall be made during the month 
of July immediately preceding the marketing year for which such quota is 
proclaimed. 

“(c) The Secretary is authorized and directed through the Commodity Credit 
Corporation to buy and sell marketing certificates issued for any marketing year 
at the value proclaimed pursuant to subsection (b) of this section. Certificates 
shall be valid to cover sales and importations of products made during the market- 
ing year with respect to which they are issued and after being once used to cover 
such sales and importations shall be canceled by the Secretary. Any unused 
certificates shall be redeemed by the Secretary at the price established for such 
certificates. 






























“MARKETING RESTRICTIONS 


“Seo. 880e. (a) Except as provided in subsection (d) hereof, no person engaged 
in the processing of rice into food products composed wholly or partly of rice 
shall market for domestic food consumption or export any such product produced 
by him containing rice in excess of the quantity for which marketing certifi- 
cates issued pursuant to section 380 of this Act have been acquired by such 
person. 

“(b) Except as provided in subsection (d) hereof, no person, shall import or 
bring into the continental United States any food product containing rice in 
excess of the quantity for which marketing certificates issued pursuant to section 
880d of this Act have been acquired by such person. 

“(c) Upon the exportation from the continental United States to any country 
other than Cuba of any food product processed from rice, with respect to which 
marketing certificates as required herein have been acquired, the Secretary shall 
pay to the exporter an amount equal to the value of the certificates for the 
quantity of rice equivalent so exported. For the purposes of this subsection, the 
consignor named in the bill of lading, under which the article is exported, shall 
be considered the exporter : Provided, however, That any other person may be con- 
sidered to be the exporter if the consignor named in the bill of lading waives 
claim in favor of such other person. 

“(d) Upon the giving of a bond satisfactory to the Secretary under such rules 
and regulations as he shall prescribe to secure the purchase of and payment for 
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such marketing certificates as may be required, any person required to have a 
marketing certificate in order to market or import a food product processed wholly 
or partly from rice may market or import any such food product without having 
first acquired a marketing certificate. 

“(e) As used in this section, the term ‘market’ means the sale and the 
delivery of the food product composed wholly or partly of rice. 


“CONVERSION FACTORS 


‘Sec. 380f. The Secretary shall ascertain and establish conversion factors show- 
ing the amount of rice contained in food products processed wholly or partly 
from rice. The conversion factor for any such product shall be determined upon 
the basis of the weight of rice used in the processing of such product. 


“CIVIL PENALTIES 


‘Sec. 380g. Any person who violates or attempts to violate, or who participates 
or aids in the violation of, any of the provisions of subsection (a) or (b) of 
section 380e of this Act shall forfeit to the United States a sum equal to three 
times the market value, at the time of the commission of such act, of the product 
involved in such violation. Such forfeiture shall be recoverable in a civil suit 
brought in the name of the United States. 


“REPORTS AND RECORDS 


“Sec. 880i. (a) The provisions of section 373 of this Act shall apply to all 
persons, except rice producers, who are subject to the provisions of this subtitle, 
except that any such person failing to make any report or keep any record as 
required by this section or making any false report or record shall be deemed 
guilty of a misdeameanor and upon conviction thereof shall be subject to a fine of 
not more than $2,000 for each such violation. 

“(b) The provisions of section 373 (b) of the Act shall apply to all rice farmers 
who are subject to the provisions of this subtitle. 


“REFERENDUM 


“Sec. 380j. In the first referendum held pursuant to section 354 of this Act after 
the enactment of this section, the Secretary shall also submit the question 
whether farmers favor a marketing certificate program under this subtitle in 
lieu of marketing quotas under subtitle B. If more than one-half of the farmers 
voting in the referendum favor such marketing certificate program, the Secre- 
tary shall, prior to the effective date of the national marketing quota proclaimed 
under subtitle B, suspend the operation of such quota and a marketing certificate 
program shall be in effect under the provisions of this subtitle. Price crops pro- 
duced subsequent to the date of such suspension shall be subject to acreage 
allotments but not marketing quotas under subtitle B. 


“PRICE SUPPORT 


“Sec. 380k. Notwithstanding any other provision of law— 

“(a) Whenever a rice marketing certificate program under this subtitle is 
in effect, price support for rice shall be determined in accordance with the 
provisions of this section. 

“(b) The Secretary of Agriculture is authorized to make available through 
loans, purchases, or other operations, price Support to producers of rice who 
are cooperators. The amount, terms, conditions, and extent of such price- 
support operations shall be determined by the Secretary, except that the 
level of such support shall be determined after taking into consideration the 
following factors: (1) the supply of the commodity in relation to the demand 
therefor, (2) foreign trade policies of friendly rice exporting countries, and 
(3) other factors affecting international trade in rice including exchange 
rates and currency regulations. 

“(e) Compliance by the producer with production goals, and marketing 
practices (excluding marketing quotas) may be prescribed and required by 
the Secretary as additional conditions of eligibility for price support and for 
the receipt of marketing certificates. 
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“DEFINITION 













“Sec. 3801. As used in this subtitle— 

“(a) a cooperator shall be a producer on whose farm the acreage planted 
to rice does not exceed the farm acreage allotment for rice under subtitle B 
For the purpose of this section, a producer shall not be deemed to have 
exceeded his farm acreage allotment unless such producer knowingly exceeded 
such allotment. 


“(b) ‘food products’ includes milled rice, brewers’ rice, and other ric 
products used for human consumption.” 


TITLE V—MARKETING QUOTAS AND ACREAGE ALLOTMENTS 

















EXTENSION OF SURRENDER AND REAPPORTIONMENT PROVISIONS 
ALLOTMENTS 


FOR WHEAT ACREAGE 


as Ae 


Sec. 501. Section 334 (f) of the Agricultural Adjustment Act of 1938, as amend- 
ed, is amended by striking out “1955” wherever it appears in such subsection. 


SURRENDERED COTTON ACREAGE 


Sec. 502. Section 344 (m) (2) of the Agricultural Adjustment Act of 1938, as 
amended (relating to voluntary surrender of unused portions of cotton acreage 
allotments) is amended by striking out “, except that this shall not operate to 
make the farm from which the allotment was transferred eligible for an allotment 
as having cotton planted thereon during the three-year base period.” 


Note.—If the above provision is adopted, consideration of a similar amendment to 
section 334 (f) for wheat may be desired. 


LONG STAPLE COTTON 
























Sec. 503. (a) The last sentence in section 347 (b) (providing a minimum 
national marketing quota for long staple cotton) is amended by striking out 
“thirty thousand bales” and inserting in lieu thereof “fifty thousand bales.” 

(b) The amount of long staple cotton which may be entered or withdrawn from 
warehouse consumption in the United States in the twelve-month period begin- 
ning on February 1, 1956, or in any subsequent twelve-month period beginning on 
a February 1, shall not exceed thirty-five million pounds. The Secretary of 
Agriculture may promulgate such regulations as may be necessary to assure 
equitable distribution of such quota among exporting countries. As used in this 
subsection “long staple cotton” means cotton having a staple length of at least 
one and one-eighth inches but less than one and eleven-sixteenths inches. 




















PEANUTS 4 
Sec. 504. (a) The proviso in section 358 (a) of the Agricultural Adjustment 

Act, as amended (providing a minimum acreage allotment for peanuts), is hereby 3 

repealed. 5 

(b) Section 358 (c) (2) of such Act (authorizing the Secretary to increase 4 

peanut acreage allotments for types in short supply) is hereby repealed. : 
PRESERVATION OF UNUSED ACREAGE ALLOTMENTS 

SEc. . The Agricultural Adjustment Act of 1938, as amended, is amended : 

by inserting after section 376 a new section as follows: ; 
“PRESERVATION OF UNUSED ACREAGE ALLOTMENTS 

“Src. 377. In any case in which, during any year after 1955 for which acreage : 


allotments are in effect for any commodity under this Act, the acreage planted to 
such commodity on any farm is less than the acreage allotment for such farm, the 
entire acreage allotment for such farm shall be considered for purposes of future 
farm acreage allotments to have been planted to such commodity in such year, 
but only if the owner or operator of such farm notifies the county committee prior 
to the thirtieth day preceding the beginning of the marketing year for such com- 
modity of his desire to preserve such allotment. This section shall not be appli- 
eable in any case in which the amount of the commodity required to be stored 
to postpone or avoid payment of penalty has been reduced because the allot- 
ment was not fully planted.” 


et 


sR Cates ee <a 







PRICE-SUPPORT PROGRAM 3371 


EFFECTIVE DATE 


Src. . The amendments made by this title shall be effective with respect to 
1956 and subsequent crops. 


Synopsis OF DRAFT PREPARED BY COMMITTEE STAFF To ILLUSTRATE SUGGESTIONS 
MADE BY VARIOUS WITNESSES 


TITLE I 


This title would— 

(1) Require support at not less than 90 percent of parity on those grades 
of basic commodities not in surplus (in the alternate, the draft would make 
middling 1-inch the standard grade of cotton for price support and require 
the Secretary to discount wheat support prices for undesirable milling 
varieties) ; 

(2) Reduce the support price to any producer for basic commodities 
(other than tobacco) gradually as the quantity put under support by him 
increases (in the alternate the draft would provide a graduated premium 
on price support for small producers) ; 

(3) Deny price support to anyone customarily deriving over 50 percent of 
his income from nonagricultural occupations ; 

(4) Extend the use of the old parity formula, where higher, for basic 
commodities and require the Secretary to make a study and report on 
methods of improving the formula. 


SOIL BANK TITLE 


This title would require the Secretary to divert from cropland to conservation 
the number of acres not needed for production. The acres to be added to the 
soil bank in any year would be apportioned to States, counties, and farms on the 
basis of past cropland, past retirement, needs caused by acreage restrictions, 
relative needs for or surpluses of particular crops, desires of producers, relative 
needs for flood control and other conservation benefits, administrative efficiency, 
and other considerations. 

Retirement would be accomplished through lease, purchase, payment, or other 
arrangement (including increased price support). The arrangement used 
would— 

(1) Prohibit use for crop or livestock production ; 

(2) Limit the shifting of other lands to crop or livestock production ; 

(3) Permit entry and require information necessary to determine com- 
pliance ; 

(4) Prevent tenants from being forced off the farm; and 

(5) Specify permitted uses of the lands. 

Purchases would be limited. Prices and rentals would not exceed the cash or 
rental values for agricultural purposes. Payments would be made for a fair 
share of conservation costs. In determining rentals and payments the Secretary 
would consider specified factors. Price support and conservation payments would 
be denied to producers refusing to retire lands. 

The Secretary would submit detailed reports to Congress during each of the 
first 4 years of the program. 

This title would— 

(1) Increase the cotton and wheat set-aside by the increase in carryover 
from 1955 to 1956 (the increase is estimated at 52 million bushels of wheat 
and 2.5 million bales of cotton. This would not affect the minimum support 
level for wheat, but would raise cotton to 838 percent of parity. If the 
set-aside were increased by the increased carryover since 1954, the increase 
would be about 161 million bushels of wheat and 3.9 million bales of cotton 
making the minimum wheat support 76 percent of parity (the announced 
support level) and the minimum cotton support 87 percent of parity) ; 

(2) Prevent reduction of the set-aside whenever the free supply exceeds 
a specified percentage of normal; 

(3) Direct the Secretary to dispose of the surplus. The Secretary would 
be required to submit to Congress a program for such disposition, annual 
reports, and recommendations for any additional legislation needed; 

(4) Include the provisions of S. 2702 directing CCC to encourage cotton 
exports and restricting cotton imports to 150 percent of a representative 
2-year average ; 
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(5) Extend the special school milk program to June 30, 1957 and increas« 
it to $75 million annually; 

(6) Extend the accelerated brucellosis program to June 30, 1958; 

(7) Extend the veterans and Armed Forces milk programs to December 31, 
LDDS8. 


RICE CERTIFICATE PLAN TITLE 


This title provides a two-price plan for rice. A primary market quota equal 
to the quantity to be consumed in the United States, its territories and posses 
sions or exported to Cuba would be apportioned to States, counties, and farms in 
the manner now provided for acreage allotments. Farmers underplanting their 
quotas could preserve them by notice to the county committee. 

Cashable marketing certificates would be issued to producers for the quantity 
produced by them within their quotas. First processors of rice and importers 
of rice products would be required to purchase marketing certificates from the 
CCC or otherwise, while exporters of rice products (other than to Cuba) would 
be given certificates. Certificates would be valued at the difference between 
the parity price and the farm price as estimated prior to the beginning of the 
marketing year. 

This title would not become effective until approved by one-half the farmers 
voting in the first rice quota referendum following enactment. After such ap- 
proval, the rice marketing quota provisions of the law would become ineffective, 
but the acreage allotment provisions would continue in effect under existing law. 

Price support could be made available at such level and on such terms and con- 
ditions as the Secretary might fix. 

(Inclusion of Cuba in the primary market creates a serious problem, since 
the certificate value may exceed the duty preference Cuba gives United States 
rice. The preference amounts to $1.825 per Cuban quintal (100 pounds) on 
3,250,000 quintals, while on the basis of the figures shown on page 28 of the 
Department’s two-price study (H. Doe, 100, 84th Cong.) the certificate value 
might be about $1.96 per hundredweight. ) 


QUOTA AND ALLOTMENT TITLE 

This title would 

(1) Extend the provision permitting the surrender and reapportionment 
of wheat acreage; 

(2) Preserve the old farm status of cotton farms surrendering their allot- 
ments (if this policy is adopted for cotton, it should probably be extended 
to wheat) ; 

(3) Increase the minimum long-staple cotton quota to 50,000 bales (from 
30,000) and decrease the import quota to 70,000 bales (from 90,000) ; 

(4) Repeal the minimum national peanut acreage allotment (1,610,000 
acres) and the Secretary’s authority to increase allotments for types in 
short supply ; 

(5) Preserve the allotment history of farms underplanting allotted crops 
but notifying the Secretary of their desire to preserve their allotments. 

Senator Tryr. You have endeavored, after a complete digest was 
made of all of the testimony taken, to draw up a legislative proposel 
which is sort of a composite of all of the testimony ? 

The Carman. That is right. 

Senator Tyr. And you have had it drafted, and you are presenting 
it now to the full committee as a basis upon which to work in the devel- 
opment of the legislation that the committee will finally agree upon. 

I have bills which I have introduced not only in this session but in 
the first session of this 84th Congress which relate to some phases of the 
farm problem. One bill of mine proposes a graduated scale of price 
supports, so that the person who makes an application for a commodity 
loan and finds that his application is in the minimum bracket would 
receive a higher support than the person that would be applying for a 
large loan. 

If the producer exceeded $15,000 in commodity loans, he would not 
receive more than 70 percent of parity. 
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I have just hurriedly scanned through this draft of a bill that you 
presented to us, but I do not find any mention of that particular legis- 
lative question in here. Yet we had testimony on that. 

The Carman. It is in there. Whether it is exactly as you pro- 
posed it, I do not know. : : 

Senator Ture. I beg your pardon. Itison page 5. It is embodied 
to a certain extent in there. 

The Cuarrman. If you will recall, that method was suggested by 
witnesses. 

Senator Taye. That is why I was calling it to your attention. 

The Cuamman. I wish to add that there were other proposals made 
that we did not incorporate in this bill because there was not too much 

testimony supporting it. What the staff tried to do was to take, more 
or less, the majority view of the witnesses who testified on various pro- 
posals and then put that into this bill. 

[ want to repeat with emphasis, and I hope the press will understand 
it, too, that this is not to be considered as a committee bill. It is my 
hope that the administration will send us its proposals in legal form 
and the various organizations that we want to listen to, tomorrow and 
the next day, and probably later during the hearings. From all of these 
ideas and views expressed by the Senators, by the witnesses from the 
grassroots, by the administration, by the heads of the organizations, 
and from what else the committee can get together, within the next 
2 weeks at most, a bill should be drafted that will reflect the majority 
view of what ought to be done at this session by the committee for 
presentation to the Senate. 

Senator Younc. I am sure that we will have some differences on 
many things. 

In glancing through the one a “quality,” I would disagree with 
the provision now in the bill. 

The CuarrMan. Surely. What you see there, of course, has been 
suggested, as I said, in the testimony. You will find on every title 
that is outlined some testimony in the record substantiating it. 

Personally, I have not made a close study of the suggested bill 
at all, but I thought that the committee should have something to 
work on. That is why, before Congress met, in fact, within a week 
after the committee got through its hearings in the field, I suggested 
to the staff that they study the testimony and analyze it, and furnish 
to the members of the committee an analysis of the testimony and 
thereafter begin the work on a bill to carry out the views expressed 
at the grassroots hearings. 

That is what this is. It may not contain everything that the wit- 
nesses suggested, but the point is that it is something for us to work 
on, to add to or substract from. 

Senator Youne. I understand that. 1 want to make clear that I 
would not go along with the provision in the bill here because if 
there was any surplus of top quality wheat the price support again 
would be lowered to quality producers and I disagree with that prin- 
ciple. 

The Cuarrman. Yes. I discussed that with Mr. Stanton, counsel 
for the committee, yesterday, and it may be that we can submit. that 
to the millers, submit it to the farm organizations with the hope that 
we can get a definition of what we mean by millable wheat, see. I 
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donot know. It depends somewhat upon where the wheat is produced 
as to how it will be defined. 

The point is that we all realize that it will be a rather difficult job 
to put into this bill a definition of what is “quality wheat” or “quality 
cotton” or “quality corn.” 

As you will remember, Senator Young, that was one of the prob- 
lems that we discussed. It would be rather difficult to define. 

Senator Youna. Yes, it would in the draft of the bill. I think the 
draft is somewhat different from my own thoughts on the matter. 

li the draft of the bill it is based on “quality,” of course. 

The Cuairman. That is right. 

Senator Youne. If there happened to be a little surplus, again the 
price would go down. That is not in accord with my views, and I 
do not think with most of the witnesses. 

The Cuarmman. Of course, suppose this, Senator Young—suppose 
that you described or you define what “quality wheat” is, and ac- 
cording to the definition of standard put in the bill we ordinarily have 
enough of that, what would you do about it? 

Senator Young. If it is a top quality wheat I think he should be 
given 90 percent support. 

The Cuatrrman. Even though in surplus? 

Senator Young. Yes, because what I am advocating is directly op- 
posite of what we are doing now. We are providing a top-level 
support now for the poorest quality wheat that a farmer can produce. 

The CuarrMan. That is right. The idea that we discussed right 
along was that much of the wheat now in storage was not of a millable 
kind. 

As a matter of fact, in some States it is as much as 40 percent; in 
others 60 percent of the wheat is not of the kind that millers desire. 

I do not know whether that is true or not, but it is what we are told. 

The point is this, suppose in our definition, let us say, of a product— 
let us take cotton, let us assume that we would put in the bill that 
we wanted to give special support to good quality cotton of an inch 
and above. Just assume that as an example. 

Suppose that there was on hand a sufficient number of bales of that 
cotton to supply us for 18 months. We are already in surplus with 
that. 

Would you want to encourage the production of more of that 
cotton ¢ 

Senator Youna. No, I would give the higher supports to the better 
quality. But I would not lower the support way down to a 75-percent 
or the minimum, if there happened to be a slight surplus, because if 
we followed that principle all of our support prices, with the excep- 
tion of isolated instances, would be at the minimum. 

The Cuarrman. Yes. 

In any event, as I said, this committee print is not that. It is 
really a misnomer when we call it a committee print. 

I have put in parentheses, as I said, on the first page, that this draft 
was taken from some of the evidence that was submitted in the fall, 
and it is my hope that we can use it as the basis for hearings, at any 
rate, and then add to it and subtract from it as we obtain views from 
the Department and from more witnesses and from the various heads 
of the organizations. 
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Senator CLiements. May I ask my friend from North Dakota a 
question ¢ 

The CuatrMan. Surely. 

Senator Ciements. Do I understand you are very much for the 
principle but the approach is not in keeping with your views? 

' Senator Youne. That is true. I think if you follow the language 
in the bill as written, no support except in a very few instances would 
be above 75 percent of parity because even of the best quality wheat, 
there is, I understand, an ample supply, with the exce ption of durum 
wheat. So far as wheat is concerned you would have minimum sup- 
port. 

- Senator CLemen's. You are very strong for the principle? 

Senator Young. I am. 

To make it short and simple, any farmer who plants a variety of 
wheat that normally will produce a top quality wheat, should be given 
the top level support. Anyone who produces a wheat that never 
produces good quality should be given the minimum support, even 
if it is below 75 percent of quality. 

Senator Crements. I take it that the chairman is not wedded to 
this formula. 

The CHarrman. No, none of it. I am saying that it is something 
to work with. 

Senator Young, let me say this, the language that has been written 
in that draft of a bill, of course, would depend upon the definition of 
what quality commodities are. 

Senator Youne. You have the right idea. 

The Cuarrman. That is the point. We will have to have a Moses, 
maybe, to give us a definition, to tell us what that i is. I have tried 
to get the millers to do that. U |p to now there is “nobody home.” 

They have not, except in 1 or 2 cases, offered some suggestion but 
they realize there is the problem of defining “quality commodities,” 
that it is a pretty difficult one. 

We have a witness this morning who might shed some light on it. 

Senator Capehart, we will be glad to hear from you, if there are no 
further questions. 


STATEMENT OF HON. HOMER E. CAPEHART, A UNITED STATES 
SENATOR FROM THE STATE OF INDIANA 


Senator Carenart. Mr. Chairman, thank you very much for the 
privilege of appearing before you today. 

First, let me say this, I am vitally interested in this matter for two 
reasons : One is my responsibility as a Senator; and secondly, the fact 
that I am a farmer and believe I know a little bit about what I am 

talking about. 
_ So it is from actual experience over my entire life that I am speak- 
ing 

The problem, as I see it gentlemen—and I want to say this—that you 
gentlemen have done a good job in your investigations this summer, in 
your hearings, and I congratulate you on all of the hard work that you 
put in. . 

You are much closer to the subject than I am because you are mem- 
bers of this committee and being members of the committee you, of 





PRICE-SUPPORT PROGRAM 


course, deal with the subject closer than we Senators who are not mem 
hers of the committee. 

So I want to congratulate you on the fine work that you have done 
and the effort that you put forth. 

before I start in on my statement, first, I would like to have the 
statement made a part of the record as prepared, because I shall not 
read it all but I will talk from it. 

The Cuarrman. Without objection, it will be so ordered. 

(Senator Capehart’s statement is as follows :) 


I consider it a privilege, but nonetheless a grave responsibility, to have the 
opportunity to testify before your committee today in support of S. 2852, intro 
duced by me, for myself and several other Senators, to create an International 
Food Community Board, and for other purposes. 

This bill would provide for the creation of a board to dispose of surplus agr 
cultural commodities, in an orderly manner, to needy people, in this and other 
‘ree nations, and thereby relieve our agricultural economy of the disastrous 
effects on farm prices resulting from the existing Government surpluses. 

We would give these commodities only to peoples who are not able to buy them 
and we would achieve the distribution in a manner so as not to in any way dis- 
turb existing markets and channels of distribution for agricultural products. 

Later in these remarks, I will explain in some detail the provisions of the bill 
Now I want to show its need. 

Certainly there is no occasion for me to call attention to this committee to 
the fact that the Unied States is now enjoying its greatest peacetime prosperity 
in history—with one important exception. Personal income exceeded $300 mil- 
lion in 1955. Dividends to stockholders were almost $11 billion in 1955. Our 
population increased to a new all-time high of 165 million. But farm income 
was at the disproportionately low level of $29 billion. 

I am not here today to speak of the great general prosperity of the Nation, 
but rather to try to do something about the one important exception—the des 
perate plight of the American farmer. We must raise farm income to the levels 
of the general high prosperity of this Nation. This is not only essential to the 
millions of farmers in the United States, but it is good business for the United 
States, as well as good government. 

Farmers are huge purchasers of farm implements, trucks, automobiles, build- 
ing materials, clothes, and countless other basic items of our industrial economy. 

This Government has long recognized that the prosperity of our economy 
is in direct relation to the purchasing power of its consumers. Industry has 
just as great a stake in raising the level of the purchasing power of farmer 
consumers as does anybody else. 

Secondly, the fiscal obligations of this Government require large amounts 
of revenue in the form of taxes. Low farm incomes cost the Government 
staggering sums in the taxes farmers are not paying on the income they are 
not making. 

It is elementary economics that price is based on supply and demand; but 
not on the total demand or the total supply; more usually it is based on the 
top 5 percent of supply or demand. 

When supplies are only 95 percent of demand, we have a tight market with 
rising prices. But when supplies are 105 percent of demand, we have sur- 
pluses and a soft and declining market. It is the 5 percent at the top that 
regulates prices. 

It is my firm conviction that the single most direct cause of the current un- 
reasonably low farm prices is the huge inventories of Government owned or 
pledged farm surpluses that currently overhang the market. The $7.3 billion 
of Government owned or pledged farm surplus inventories hang over the farm 
commodity market like a sharp sword loosely hanging over the farmers’ economic 
head, have depressed farm prices and are keeping them low. 

Two points, Mr. Chairman, are essential to restoring normalcy in farm prices: 
(1) We must remove the existing farm surpluses from continuing to depress 
farm prices; and (2) we must adopt means to insure that for the future farm 
production will be kept at levels reasonably consistent with consumption of 
agricultural products. 

I am certain that no one even remotely concerned with the desperate problem 
of the farmer will dispute this position. Many proposals are now being made 
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to limit production to the level of consumption, particularly the soil-bank 
proposal made by President Eisenhower in his state of the Union message. 

I am certain that the Nation’s farmers were more than pleased with the 
President’s fine farm program contained in his message to the Congress on 
January 9, 1956. 

The President recognized the presence of these surpluses as the main farm 
problem, saying: “Of the many difficulties that aggravate the farm problem, 
mountainous surpluses overshadow everything else.’ 

The President went on to say: “Farmers, the intended beneficiaries of the 
support program, today find themselves in ever-growing danger from the mount- 
ing accumulations. Were it not for the Government’s bulging stocks, farmers 
would be getting far more for their products today.” 

And I know we must all agree with the President's statement that: “The 
attack on the surplus must go forward in full recognition of the fact that farm 
products are not actually marketed when delivered to and held by the Govern- 
ment. A Government warehouse is not a market. Even the most storable 
commodities cannot be added forever to Government granaries, nor can they be 
indefinitely held. Ultimately the stockpiles must be used.” 

President Eisenhower wants to do something to dispose of these surpluses. 
He referred to a start being made by the Secretary of Agriculture, saying: 
“Because the problem continues to be so serious and stubborn, the Secretary of 
Agriculture is appointing an agricultural surplus disposal administrator who 
will report directly to the Secretary. The duties of the Administrator will 
relate to all activities of the Department associated with the utilization of 
Commodity Credit Corporation stocks and of our current abundant production. 

Existing laws limit the Secretary of Agriculture in the disposal of farm 
surpluses; but S. 2852 would give the President a truly effective means with 
which to dispose of surpluses that are not wanted and do no good to anyone. 
We must get rid of the surpluses now, if we are to increase farm prices. 

But there still remains, Mr. Chairman, the equally important, and equally 
vital, need to do something about the existing surpluses. We cannot solve the 
problem merely by long-range programs to limit production. Most people inter- 
ested in the farm economy agree on the depressing effect of these surpluses, 
but I am consistently told that there is just nothing further that we can do 
about it above existing disposal programs. 

We are told that, to sell these surpluses abroad at prices below existing market 
prices will divert trade from other countries and bring disaster to the farm 
economies of other friendly nations. This, of course, we must not do. And we 
are told that to seek to dispose of additional supplies on the domestic market 
would further depress prices, and, of course, this we will not do. 

In the free world, however, there are millions of underfed and underclothed 
people who desperately need the surplus commodities that have created so un- 
fortunate an economic problem for us. Those people are underfed and under- 
clothed because they do not have the money to buy adequate food or clothing and, 
therefore, it would be necessary to give these commodities to them if we are to 
make use of them, This we are told would be a giveaway program. 

Criticism of my program to create an International Food Community Board 
to feed and clothe needy people of this and other friendly nations, with our sur- 
plus agricultural commodities, is that we are giving something away. I propose 
to meet that criticism head on. 

I have never considered it unwise, undesirable, or wrong to give something 
away when it was both good business as well as being a charitable Christian 
act. I can demonstrate to you now that my program is, in fact, good business 
for the United States. 

First, although there has been criticism that this administration has not done 
enough to relieve the farm problem, the investment of this Government in pro- 
grams primarily for the stabilization of farm prices and income, in the years 
1954 and 1955, has been $2,263 million. This compares with a total expenditure 
for such programs in the prior 4 years of $1,747 million. 

These farm surpluses are not something new. They began to accumulate 
in the fiscal year ending June 30, 1949, at which time the CCC inventory of wheat 
was over 227 million bushels. It is now about four times that amount. By June 
30, 1950, the CCC inventory of corn was over 332 million bushels. It is now about 
double that amount. 

The periods of greatest. accumulation of these surplus inventories were the 
fiscal years ending June 30, 1949, 1950, and 1951 and again 1954 and 1955. 





3378 PRICE-SUPPORT PROGRAM 


I say that it is not good business for the United States to continue to spen 
billions of dollars to inadequately and inefficiently support farm prices because 
we are unwilling to be realistic and give to needy peoples of this and other 
friendly nations that portion of our farm surplus that is depressing farm prices 

Second, now, Mr. Chairman, there is nothing new about what I propose and 
some of my friends in industry who dislike giving away agricultural surpluses 
owned by the Government forget that just a few years ago the Government 
adopted a somewhat similar program for the benefit of industry. 

At the end of World War II, the United States owned billions of dollars . 

surplus—and I emphasize that we then referred to them as surplus—industrial 
facilities. The cost to the Government of those facilities ran into the billions. 
and in the postwar period their replacement cost was even greater. Those fa- 
cilities were referred to as surplus because it was then thought by some that the 
postwar demand for steel, aluminum, rubber, and many other industrial items 
would be substantially below their wartime demand and there would be no 
demand for the production of those facilities. This reasoning, of course, did not 
anticipate the great industrial expansion of the American economy in the postwar 
years. 
* In 1952 General Services Administration prepared a document entitled “Sur- 
plus Industrial Real Property and Related Property, Sales and Transfers as of 
September 30, 1952” listing surplus properties previously disposed of. This is 
very interesting reading. And, of course, we now have the benefit of hindsight to 
measure the extent of the giveaway in those transactions. 

Let me give you a few examples. One aluminum company purchased four 
plants at Newark, Ohio, Troutdale, Oreg., Spokane, Wash., and Trentwood, Wash., 
for $41 million which had cost the Government $150 million. At the time of the 
sale the replacement cost was undoubtedly much higher. And the recent financial 
statements of the buyer make clear that the plants were really not surplus, but 
have been fully and profitably utilized ever since their purchase. 

Another aluminum company purchased so-called surplus Government plants 
at Jones Mill, Ark.; Hurricane Creek, Ark.; Phoenix, Ariz.; and Chicago, IIL, 
for $48 million that had cost the Government $144 million. This company not 
only found that production from these plants was not surplus, but with the 
profits from full-scale operations in those plants it has since constructed new 
additional facilities on its own. 

I might add that in virtually all of these sales the plants were sold on very 
liberal credit with but little, and sometimes even no, downpayment. 

If we continue looking through this book, Mr. Chairman, we find an oil refinery 
at Cattlettsburg, Ky., sold for $2.3 million which had cost the Government $16.4 
million; steel properties in Utah that cost the Government $191 million being 
sold for $47 million; and another steel mill in Utah that cost the Government 
$12 million being sold for $1 million. 

We also find an aircraft factory in San Diego, Calif., that cost the Government 
$9.7 million being sold for $1 million; a chemical plant in Sterlington, La., that 
cost $17.6 million being sold for $5.8 million; a steel mill at Daingerfield, Tex., 
that cost the Government $24 million being sold for $5 million, and then the Goy- 
ernment loaned the purchaser $73.5 million for expansion. The list of those 
sales is long and involves billions of dollars. 

It would be an interesting, although perhaps an academic study, to compute 
the billions and billion of dollars of profits that have been made in the past 10 
years on the purchase in 1945-48 of surplus steel mills, aluminum plants, synthetic 
rubber plants, airplane factories, chemical plants—and on down the list. 

I am not prepared to be critical of that surplus disposal program, although 
I have previously expressed the view that the prices at which those plants were 
sold were too low. On the other hand, the acquisition of those plants by private 
enterprise has put thousands of people to work at good wages. Those people 
have bought homes, automobiles, clothing, food, and other commodities in excess 
of the quantities which we might expect would have been sold to them had they 
been less gainfully employed. This, in turn, has created additional employment 
in the construction industry, the automobile industry, the clothing industry, and 
so on down the line. 

And those companies have paid income taxes on the profits they made out 
of those facilities. 

I am not sure but what this Government and our people have not gained 
through having those plants operated by private enterprise more than the billions 
of dollars we lost in their disposal. 
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The point I am trying to make is that while I oppose giving something away 
for nothing as much as any Member of the Senate, we should not permit blind 
adherence to a principle to stop us from doing something that is good business 
for this Government. 

Third, we might draw an analogy to what may possibly be referred to as the 
biggest giveaway program of all time. In the postwar years, the American 
taxpayers gave about $55 billion of military and economic aid to friendly foreign 
nations, This was properly justified largely on the premise that our help was 
needed to restore the economies of many friendly nations to that level of pros- 
perity where seeds of communistic unrest necessarily die. And, in part, the 
program was justified because we could not expect continued prosperity in the 
United States if there was poverty throughout the rest of the world. 

I have no doubt that substantial good came from those grants, but I have no 
less doubt that billions of our dollars were wasted in that $56 billion program. 
That program is now justifiable only on the basis that it was good business 
for the United States to give away $56 billion to friendly foreign nations because 
in the long run we would profit by our having done so, 

I should like now also to remind industry in the United States that it received 
the major benefit flowing from the foreign economic and military aid program. 
Eleven billion of the $56 billion thus expended was spent for agricultural prod- 
ucts, but the great bulk of the grants in that program were spent right here 
in the United States for manufactured goods. The foreign-aid program created 
a demand for manufactured goods in excess of that which industry could expect 
from normal consumption. It provided a stimulus to American industries which 
certainly accounted, to a significant extent, for the postwar stability and growth 
of many American industries. I know that industry will not want now to 
deny the farmer an opportunity to receive that same type of assistance toward 
needed economic stability. 

Fourth, I have already referred, Mr. Chairman, to the fact that it is good 
business for this Government to restore a reasonable level of farm prices. We 
would thereby not only reduce the demands on the Treasury for funds required 
to maintain the farm-support program, but we would also create revenue for 
the Treasury in the taxes the farmers would pay on the profits they would earn 
on fair farm prices. Isn’t it better to conserve the dollars in the Treasury— 
and to create a source of new dollars for the Treasury—than to conserve excess 
and unneeded surpluses of agricultural products in warehouses? 

Lastly, I again call attention to the fact that we propose to give away only 
what we can’t sell, and to give it only to people who cannot afford to buy; thus 
we will not disturb existing markets—we will be doing a Christian act that 
is, in fact, good business for us. 


I would summarize my program thus: There is a portion of our existing agri- 
cultural surplus that is a necessary reserve against future emergencies. There 
is an additional portion of this surplus that can be disposed of under existing 


law at adequate prices. But above those quantities, existing agricultural sur- 
pluses are not an asset, but a liability. I propose only to dispose of that liability. 

On December 2, 1955, I released an 8-point farm program, the points of which 
are: 

1. Increase farm prices by eliminating the great agricultural surpluses now 
depressing food markets through furnishing food to hungry people throughout 
the world, this to be done in a manner that furnishes food to people who other- 
wise could not purchase those commodities. Every effort should be made to 
accomplish the purpose without displacing existing market demands for food 
commodities. It is time that we recognize the principle that providing food 
to the hungry, underprivileged people of the world by equitable distribution of 
our overabundance is more important than the maintenance of the present 
maladjusted distribution of food in the markets of the world. 

2. The establishment of an international food community fund patterned after 
the community chest funds which are so effective throughout the United States. 
The purpose of this agency would be the distribution to needy peoples of the 
world, including those of the United States, of excess surplus food commodities 
oe United States until such time as supply and demand are in reasonable 
yalance, 

3. The establishment of rigid production controls to keep production within 
the reasonable limits of consumption until existing excess surpluses have been 
utilized ; such production controls are necessary to achieve fair prices for farm 
commodities. 
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{ The establishment of a soil-bank plan as an additional measure of limiting 
production. In most of the agricultural areas of the United States it is in 
possible to create substantially new acreage. The fertility of our soil is an 
important national asset that should not be wasted when its production is not 
presently needed. 

5. That the Congress recommend that the President call a conference of food 
producers, processors, manufacturers, and distributors to seek means for en 
‘bling the farmer to receive a larger portion of the amount the American coi 
sumer pays for food. 

6. The establishment of a Government research laboratory to find new and 
improved uses for farm products in industry with the objective that greater 
quantities and increased numbers of products of the farm can be utilized as 
raw materials of industrial production. 

7. The promulgation of a plan to advertise farm products to promote their 
increased consumption such as has been utilized in the citrus-fruit industry 
and would be financed by producers’ contributions on a percentage of sales 
basis. Modern mass production in industry has been made possible through 
extensive promotional advertising. It is time we adopted those methods to 
increase consumption of farm products. 

8. Take out of production land owned by the Government both for the grow- 
ing of grains and for grazing purposes. 

S. 2852 is designed to accomplish points 1 and 2 of my program. Other points 
in this program are either included in other bills now pending before your com 
mittee, can be accomplished without new legislation, or merely require increased 
appropriations. 

Throughout this session of Congress, I shall continue to press for all eight 
points in my program, either by amendments to pending bills, or where neces- 
sary, by introducing new bills. 

The farm problem is without a doubt the most serious domestic problem facing 
this Government today. It is the one black spot in our otherwise prosperous 
economy. We cannot, and I know this Congress will not, leave the farmer so 
far behind in the enjoyment of our current high level of prosperity. 

There are many proposals, most of them meritorious, designed to bring 
future farm production within the limits of anticipated consumption. I will 
support vigorously adequate and feasible proposals to accomplish that result. 
But that is only half of the job. We must first distribute the existing farm 
surplus that hangs over the farm market as a deadweight depressing farm prices. 
This is vital to any restoration of farm prices to normal levels. 

Now I would like to discuss in some detail the provisions of 8, 2852. 

Section 1 of the bill provides that the act may be known as the International 
Food Community Board Act of 1956, 

Section 2 makes clear that the purpose of the bill is to accomplish the dis- 
tribution of surplus agricultural commodities, in an orderly manner, to needy 
peoples at home and in friendly nations abroad. This is to be done to relieve 
the agricultural economy of the United States of the harmful effect of these 
unwelcome surpluses that hang over the markets, and at the same time to pro- 
vide food and clothing for underprivileged people. 

To administer this program, there would be established by section 3 of the 
bill the International Food Community Board. Its members, including a chair- 
man and a vice chairman, would be appointed by the President from among 
the heads of departments in the executive branch of the Government. 

This committee might consider it desirable to provide that 2 or even 3 mem- 
bers of this Board be selected from outside the Government—-men who could 
give this program their full time. I would think, however, that the Board 
should certainly include the Secretary of Agriculture, and either the Secretary 
of State or the Director of the International Cooperation Administration, or both 
of them. Their departments are best equipped to help achieve the objectives 
of the program, and the Board would have to work closely with their agencies. 

Section 3 also provides that to the extent possible this Board is to function 
through existing agencies and with existing employees of the Federal Govern- 
ment. The primary purpose of these provisions is to avoid a substantial cost 
to the Government of administering the program. I would hope that this pro- 
gram could be administered with a minimum of administrative expense, and 
I feel certain this can be done with the full use of existing agencies. 

The International Cooperation Administration, for example, now has agents 
throughout the world who should be well equipped to advise the Board on what 
plans in their respective areas could best achieve the purposes of this program. 
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And we would want to coordinate this program in with their foreign-aid programs. 
Similarly, the Secretary of Agriculture has administrative people located in 
almost every part of the United States whose advice and help should be used. 

I would not object to amending the bill to provide for some outside members of 
the Board. Perhaps the Chairman should be one who can give the program his 
full time, but I would in any event like to see the maximum utilization of existing 
Government agencies in the accomplishment of the program. 

Section 4 provides for the creation of State or regional liaison committees to 
assist the Board in the disposal of these surplus commodities within the United 
States. 1 would expect these committees to assume the major responsibility for 
making known to charitable organizations within their respective areas, including 
orphanages, old peoples’ homes, sanitariums, and the like, the availability of 
the program. These committees would also help the Board to find and to process 
suitable applicants for surplus commodities. The committees could serve at 
home in much the same manner that I would expect the Foreign Service and the 
International Cooperation Administration to serve the Board abroad. 

Section 5 specifies the duties of the Board in disposing of these excess agricul- 
tural surpluses. It provides that the President should estimate the quantities 
of existing surplus commodities necessary to provide an adequate national reserve 
for emergency purposes; and that he should also estimate the quantities of these 
surplus commodities that can be sold or otherwise disposed of under existing pro- 
grams. The President is given the right to revise the estimates from time to time 
and his revisions would result in corresponding revisions in the program. Only 
the excess surpluses over and above those estimates would be included in this 
program. 

The Board is urged to distribute the remaining surplus commodities within a 
3-year period. But the Board is required to dispose of those commodities in a 
manner “which will not materially displace, disrupt, or interrupt existing com- 
mercial markets.” We do not propose that the Board give these surplus com- 
modities to any recipient who is now purchasing similar commodities or who is 
financially able to do so. 

If there were a surplus of shoes, it would do no good to give me a pair. For 
I already have a pair of shoes and when they wear out I will be able to buy 
a new pair. But if we can give a pair to a little girl without shoes, or whose 
shoes are worn out, and whose father cannot buy her a new pair, we have done 
a good thing without disrupting the market for new shoes. This bill will not per- 
mit the surpluses to be given to anyone who would otherwise have purchased 
similar goods. 

On the other hand, there are many charitable organizations whose limited 
budgets do not permit them to purchase all of their actual requirements of com- 
modities in our surplus stocks. In such cases, the bill requires the Board, or 
the distribution organization, to obtain a written obligation requiring such in- 
stitutions to continue to purchase these commodities at the levels of their current 
budgets and distribution to them. Our surpluses would be only above and 
after their current levels of purchases. 

The bill provides—and I think this is an important provision—that to the 
maximum extent possible, the distribution of these surpluses should be through 
nonprofit organizations. I would hope that many public-spirited citizens could 
be interested in helping to achieve this distribution through nonprofit organiza- 
tions. 

We all know of the splendid work CARE has done in distributing packaged 
foods to needy peoples. I am hopeful that similar bulk distribution could be 
achieved under this program through similar nonprofit organizations. I have 
in mind that such nonprofit organizations would collect through public sub- 
scription their costs of administering the program. 

I believe that in many foreign countries nonprofit organizations can function 
more quickly, more directly, and more effectively in the distribution of food 
and clothing to needy people than could ever be achieved through local govern- 
ments. I would therefore hope that we could avoid any distribution through 
local governments and utilize primarily nonprofit organizations of charitable- 
minded or public-spirited people. 

The bill further directs the Board promptly to store in foreign countries the 
commodities ultimately to be distributed abroad. I have in mind that it will 
take some months to set up a suitable organization to process and arrange for 
the ultimate distribution of these commodities. But to the extent that the Board 
determines that stated quantities of these commodities are ultimately to be 
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distributed abroad those commodities should now be exported from the United 
States so that they do not continue to depress domestic farm markets. Storage 
costs will probably be no greater abroad, but more important, we must immedi- 
ately remove these excess surpluses from over the head of the domestic market 

The bill further provides, however, that commodities thus stored abroad should 
continue to be under the exclusive jurisdiction of the United States until they 
are allocated for actual distribution to consumers; but they may not be returned 
to the United States except in an emergency. 

Section 6 of the bill directs the Commodity Credit Corporation to deliver to the 
Board such surplus commodities as are to be distributed under the program 
without reimbursement. This, of course, means the surplus over and above 
what the President estimates as is necessary reserve for emergency purposes or 
can be sold under existing programs. 

This provision presents a bookkeeping problem to the Government or which 
arguments can be made on both sides, but which I hope will not affect the achieve- 
ment of the program. The bill might very well provide for full reimbursement 
to CCC for these commodities, but this would require large appropriations by the 
Congress to the Board. On the other hand, if these transfers are without re- 
imbursement they will result in a bookkeeping deficit to CCC. 

I would hope that the American people would never charge that bookkeeping 
deficit—and it is only a bookkeeping deficit—against the cost of the farm-sup- 
port program. For in large part, this is an economic program the consequences 
of which extend far beyond the farm economy. But in any event, this is a 
mere intragovernmental bookkeeping problem that should be resolved in the 
most expeditious manner. 

The provisions of section 7 relate to agreements by the Board with distrib- 
uting organizations. The bill contemplates that the actual distribution of these 
surpluses to needy peoples will be undertaken largely by nonprofit private or- 
ganizations. We must have in mind that wheat must be milled into flour before 
it can be used by the needy. Cotton must be woven into cloth and made into 
sheets and towels before it can be used in underprivileged hospitals around the 
world. Most of these agricultural surplus commodities must be processed before 
their ultimate distribution. 

I feel that most, if not all, processing, as well as the actual distribution of the 
commodities, should be done by private nonprofit organizations. I would also 
hope that the costs of the necessary precessing and distribution could largely 
be defrayed by public subscription, at home and abroad, to these private 
organizations. 

The bill would authorize the Board to permit these private organizations to 
contract with processors to process these commodities in exchange for the by- 
products ; with the limitation that the fair value of the byproducts cannot exceed 
the reasonable value of the processing. We would hope also that shipping com- 
panies might donate the use of otherwise unused cargo space to transport some 
of these commodities abroad. We must also contemplate that some needy 
recipients—such as hospitals and other institutions—could pay a modest charge 
for goods that they would be unable to buy at the full normal price. The bill, 
therefore, provides that these nonprofit organizations can charge an amount 
for the goods distributed by them under this program not in excess of their 
actual costs for the commodity, its processing and its transportation, but not 
including administrative overhead. I feel that these organizations should defray 
their own administrative expenses from their own funds. 

The bill also gives the Board authority to sell these commodities whenever it 
can do so consistent with the objectives of the program. And the Board is not 
required to get the fair value of the commodity. Frankly, I doubt that there 
will be many occasions when the Board will be able to sell surplus commodities 
available to it having in mind that it is to receive only the surpluses not other- 
wise capable of being disposed of through existing programs. The bill would 
also authorize the Board, in exceptional cases, to defray the cost of processing 
and the cost of transportation. Funds for this purpose must, of course, be 
appropriated, except that any income received for the sale of commodities could 
be utilized to defray those obligations. 

There is also provision in the bill permitting the Board to barter surplus 
commodities for raw materials needed for our national stockpile or for goods 
and services for Armed Forces personnel. And the Board might sell commodities 
for foreign currencies which it would then discount with the Bxport-Import Bank 
of Washington. The bank might then use those foreign funds for its general 
lending purposes. 
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Finally, Mr. Chairman, the bill provides that the act shall expire June 30, 1960. 
I do not propose that we hereby set up a permanent disposal board, I am most 
hopeful that we will adopt means of bringing future production more nearly 
in line with consumption so that there will be no future excess farm surpluses. 
This bill is designed only to distribute the existing excess surpluses. t 

The farm question is not a political matter, but is so vital an economic problem, 
to so large a segment of our economy, that it demands bipartisan consideration 
and bipartisan support. I urge this committee to report favorably to the Senate 
my bill to create an International Food Community Board. 

Senator Careuart. I wanted to say this, many good ideas have 
been suggested in reducing future surplus, that 1s, to make certain 
that surpluses do not occur in the future which I am 100 percent in 
accord with. 

In my opinion, it is the only answer to the problem. However, 
I have not yet, as good as I thought the President’s message was 
and his suggestions, seen a proposal that in my personal opinion was 
strong enough in getting rid of existing surpluses because I do not 
believe you can solve this problem unless you do get rid of existing 
surpluses and do that quickly. 

While I came up sometime ago with an 8-point farm program, 
I only introduced legislation together with many other Senators, 
many of them members of this committee—I have only introduced 
one piece of legislation, S. 2852, which has to do with disposing of 
existing sre: This S. 2852 is aimed at only one thing, that is, 
to get rid of existing surpluses. 


I again want to repeat, gentlemen, that I do not care how good 
a program you work out in eliminating future surpluses, it is going 
to take a long time as we are going at the moment, to work off this 


existing surplus and I do not think you are going to get much increase 
in farm prices until you do work off the existing surplus. 

The CuHatrmMan. Well, Senator Capehart, I presume that you are 
of the belief that no matter what program this works out with respect 
to price supports or any other portion of the problem, that the thing 
we must do in order to make any program work is to reduce the 
surpluses. E 

Senator Capenart. That is my opinion. I base that on my expe- 
rience as a businessman over a number of years. You have to take 
whatever drastic actions are necessary. And I am going to try to 
prove in my statement, and I think I have precedent for this sort 
of thing in business—and I want to ask this of you, gentlemen, that 
if it is not the existing surpluses that are depressing farm prices, 
what is it? It has to be. 

As you will note from my statement, in my opinion it has to be 
existing surpluses because we have today, as you know, the greatest 
prosperity in the history of this Nation. You never can get more 
people employed at higher wages. I mean you cannot get any finer 
employment at any finer, higher wages than you have at the moment. 

Our people have money. Business is very prosperous. The wage 
arhers are prosperous. ‘he manufacturers and. bankers are pros- 
perous. We have a national production of about $500 billion. We 
have a national income of well over $300 billion. 

Under those circumstances, if farm prices are not up here with 
other prices, how in the world do you ever expect to get them up here? 

There could only be one thing that is causing them to be depressed ; 
and that is surpluses. 
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And we have, as you well know, about $8 billion worth of surpluses 
owned or controlled by the Government. And the Government owns 
and controls them. They are not owned and controlled by the farmers. 

There is only one instrumentality that can get rid of those surpluses; 
that is the Government because we, the Government own and contro! 
them. We have got to get rid of them. 

Senator Younc. Would you mind a question at this point? Does 
that $8 billion represent all of the holdings plus the loans that the 
Federal Government has? 

Senator CapeHarr. The chart that I placed in the Congressional] 
Record here a couple of weeks ago represents that. It is the total 
amount of the commodities that the Government owns or has control 
of, whether the farmers have borrowed money upon it, put them under 
the support price. 

Senator Younc. In many instances where the farmer borrows 
money on commodities he may still redeem later. 

Senator Caprnart. That is very true. 

Senator Youne. Your $8 billion—— 

Senator Carenart. Represents that total amount. 

Senator Youne. The Government holdings, plus loans. 

Senator Carenartr. That is right. It represents the total amount. 

Gentlemen, you might as well face this situation, that the farmer 
is a big buyer of consumer goods and a big buyer of practically every- 
thing. He is a buyer of tractors, automobiles, radios, refrigerators, 
deepfreezes. He is a buyer of machinery parts, implement parts, and 
he is going to have a tendency to pull down all businesses, in my opin- 
ion, unless he gets a larger, a bigger price for that which he sells. 

You just cannot make this thing work with one segment of our in- 
dustry, the farmer, getting such low prices in comparison to the so- 
called city fellow. 

Therefore, the city man or businessman has just as much stake in 
this matter as does the farmer. I think he realizes that today. I do 
not think he did a year ago. I do not think he did 2 years ago, but 
I think he does today and there is not anyone that knows better than 
the businessman that he never can operate a successful business as long 
as he has a surplus. 

Whether he be a retailer, a wholesaler, a manufacturer, or a proc- 
essor he knows that when he has a surplus that he has to get rid of it. 
And he does get rid of it, because he knows it is good business to get 
rid of it, because a surplus is not an asset. 

It isa liability. It becomes a liability because, if you have a sur- 
plus you immediately have depressed prices and you likewise are un- 
able, if you are a manufacturer, to produce more, just like if you are 
a farmer and the farmers have a surplus, they are not in a position to 
produce more because they have plenty, just as a manufacturer, if he 
has a surplus of, let us say, radios, he is not going to manufacture 
any more because to manufacture more further aggravates his own 
surplus problem, further depresses his prices, and further gets him 
into trouble. 

_ Businessmen of America know that. They will be, in my opinion, 
in hearty accord with this Congress in trying to get rid of these sur- 
pluses in any way we can get rid of them, because, gentlemen, it is 
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elementary economics that price is based on supply and demand but 
not on the total demand nor the total supply. 

More usually it is based on the top 5 percent of supply or demand. 
When supplies are only 95 percent of demand, we have a tight market 
with rising prices. But when supplies are 105 percent of demand, 
we have surpluses and a soft and declining market. It is the 5 per- 
cent at the top that regulates prices. 

Nobody knows that any better than the businessman does and he is 
in syn pathy. with this problem of getting rid of the surpluses. 

And this S. 2852 that I introduced, together with other gentlemen, 
is aimed at only one pont that is to get ‘rid of surpluses. 

Senator Tuy. Mr. Chairman, the Senator says the businessman 
knows that a surplus is impossible to deal with. The farmer likewise 
knows that a surplus is a detriment to him and to the market structure 
of the commodities he produces. 

But the businessman, to a great extent, can tailor his inventories to 
his needs. The farmer, however, cannot control surpluses through 
his actions alone. That was demonstrated last year when it was shown 
that it was not the pork producer in Indiana and Iowa or Illinois 
who brought on the glut in the pork market. 

It was added to by the fringe areas, such as in the West—in the 
Oregon area we had information to that effect when we held heari ings 
there—as well as in the fringe areas like Missouri, for example. 

But when you got the total combined you had a production of pork 

hat absolutely ruined the pork market for everyone. The same thing 

s true with wheat. 

The fringe areas of 10, 15 acres of wheat has absolutely overbur- 
dened the market to the extent that the wheat producer, if you per- 
mitted the market to swing to whatever the surplus weight forced it 
to, would be ruined. 

So, therefore, we have to look at this and try to solve the surplus 
problem two ways: First, in our annual production, but that is going 
to be too slow to be of immediate relief to the producer. Therefore, 
one of the proposals your bill must expedite is the disposal of surpluses 
through all channels where the sur pluses can be used. 

Senator Carenart. What I am saying is let us get rid of the sur- 
plus, period—take whatever drastic steps are necessary. 

Senator Tuyr. That is right. 

Senator CaprHartr. Because when a businessman has a surplus he 
gets rid of it and tries to do so still at the existing price, if he can, but 
if he cannot. do that he offers it at a reduced price. If he cannot sell 
at a reduced price he offers to sell a man 1 and give him 5, but he gets 
rid of it. He has to get rid of it. 

Now, a retailer, of course, can quit buying and create surpluses just 
that quickly. He just does not buy any more. The wholesaler can do 
the same thing. For the manufacturer the cycle is a little longer. 

The farmer cannot reduce his production, except on grains it is on 
a yearly basis; on hogs, it is a 9 months basis; and on cattle it is nearly 
a 3-year basis. 

But let us keep in mind now that the Government owns and controls 
this surplus that is causing the trouble. It is not the farmers that own 
it. It is the Government that owns it and we must get rid of it our- 
selves because we are the Government. 
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Let me read some of the things that the President had to say in his 
message. I am on page 3. The President recognized the presence of 
these surpluses as the main farm problem, saying: 


Of the many difficulties that aggravate the farm problem, mountainous sur- 
pluses overshadow everything else. 


The President went on to say: 


Farmers, the intended beneficiaries of the support program, today find them- 
selves in ever-growing danger from the mounting accumulations. Were it not 
for the Government’s bulging stocks, farmers would be getting far more for their 
products today. 

My personal opinion is that if you had no surplus today, the farm 
prices would be up as high as all other prices. I am quoting now 
from the President, and I know we must all agree with the President’s 
statement that: 

The attack on the surplus must go forward in full recognition of the fact that 
farm products are not actually marketed when delivered to and held by the 
Government. 

That is one of the mistakes we made in the past. It was in think- 
ing that these farms products, when we delivered them to the Govern- 
ment, had been absorbed into the market. They were not absorbed 
into the market. They simply were an accumulation of surplus. 

A Government warehouse is not a market. Even the most storable commodi- 
ties cannot be added forever to Government granaries, nor can they be in- 
definitely held. Ultimately the stockpiles must be used. 

I have been quoting the President of the United States, 

Now I think the President came up with some excellent ideas in his 
message of a way to handle this matter, as far as future accumulations 
of surpluses are concerned, but I do not think his suggestions were 
adequate in handling the existing surpluses. 

I am not saying that the bill that I introduced with other gentlemen 
is the answer. I am not saying that you ought not to make many 
changes in it. I am not saying that the language is possibly as it 
should be. 

I am simply saying, gentlemen, that you better find some way to get 
rid of them and get rid of them in a hurry and find some organized 
intelligent way to do it; otherwise, you are not going to solve the farm 
price situation. 

I go on. President Eisenhower wants to do something to dispose 
of these surpluses and referred to a start being made by the Secretary 
of Agriculture saying: 

Because the problem continues to be so serious and stubborn, Secretary of 
Agriculture is appointing an Agricultural Surplus Disposal Administrator who 
will report directly to the Secretary. The duties of the Administrator will relate 
to all activities of the Department associated with the utilization of Commodity 
Credit Corporation stocks and of our current abundant production. 

I think that is good but I do not think it goes far enough. I think 
we, the Congress, have the responsibility. We pass the laws in the 
first place that were responsible for the accumulation of these sur- 
pluses. We should mandate the President of the United States and 
the Secretary of Agriculture to get rid of them and I honestly believe 
that the American people will be back of us. 

That is what this bill in my opinion will do. 
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Now we are told, of course, as I say on the bottom of page 3 here 
that we cannot get rid of these surpluses. 

Gentlemen, I do not believe that at all. I think that is taking a 
defeatist attitude. I think it is an attitude we ought not to take. 

We are told that to sell these surpluses abroad at prices below exist- 
ing market prices will divert trade from other countries and bring 
disaster to the farm economies of other friendly nations. 

This, of course, we must not do. It is not necessary to do it. 

We are told that to seek to dispose of additional supplies on the 
domestic market would further depress prices. Of course, this we 
will not do. 

In my opinion, it is not necessary to do it. 

The CHarrman. As the Senator well knows, we had a special sub- 
committee of this committee to look into the question of disposal 
abroad and the committee came out with the facts, with statements 
made, that the Department of Agriculture was not a free agency in 
disposing of these products abroad. 

The State Department with the backing of the President, I pre- 
sume, hampered the sale of many of these products abroad because 
they were afraid that by selling these surpluses abroad it would tend 
to depress the economy of many of the countries. 

How would you get around that, Senator? Have you any sugges- 
tion to take the State Department out of it and let the Department of 
Agriculture handle it? 

Senator CareHart. Under this bill we set up a Commission whose 
sum total responsibilities are to get rid of this surplus and we mandate 
them by Congress to do so. 

I will get into the explanation of the bill a little later. It is their 
responsibility to do what? To do just what you are talking about, 
to say to the Department of State, “We are going to get rid of these 
surpluses” and to say to other departments, “We want your coopera- 
tion,” and if there are any laws or rules or regulations that are hinder- 
ing the disposal of these surpluses, either in the United States or in 
foreign countries, it will be the duty of this Commission to come imme- 
diately to Congress and say, “We want this law or that law changed 
and we want to set ourseives up in a position to get rid of these 
surpluses.” 

Senator Hickentoorer. There are some very practical problems in 
existence now, most of which are backed up by law. 

For instance, there are 16 nations in the world that embargo Ameri- 
can pork today. We cannot sell pork in those countries. They use 
as an excuse certain diseases which they claim we have here. 

But pork is embargoed. We cannot sell it. 

We have on our books antidumping laws where we can determine 
under certain circumstances that another country is dumping products 
in this country, that is, getting rid of their surpluses in this country 
and we can stop it. 

In fact, it is mandatory that we do stop it if the decision is made 
that dumping practices are going on here. 

Other countries have similar laws on dumping. And those laws 
are perhaps a little bit more subject to discretionary action than ours. 
They can find all kinds of excuses for preventing the importation into 
their countries of products which for one reason or another they might 
not want. 
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I am only suggesting that there is the factor abroad of attitudes of 
other countries. We run up against those antidumping laws. 

Senator Capenarr. If you will yield, I know that that is true. | 
know there are a lot of problems involved and I know that there may 
be some laws that will have to be changed and new rules and regula- 
tions made, but the purpose of this bill is to dispose of the surpluses 
to the peoples in the United States, and all free countries; that 1f you 
didn’t give them this food they just would not have any. If you give 
food to somebody and if you did not give it to them, they just would 
not have it, then you have not interfered with the free market. 

You have not interfered, in my opinion, with any of these laws that 
we are talking about. 

The purpose of this commission is to find ways and means and 
places where they can give away this food and fiber to people that 
if you did not give it to them they just would not have it. 

Senator Hickenioorrer. I am not necessarily saying that I am 
opposed to your position. 

Senator Capenartr. I know you are not opposed, and I appreciate 
your view. 

Senator HickENLoorer. We have in the budget we have available 
now, an amount equal, I believe—the chairman can correct me if I 
am wrong—it is an amount approximately equal to $1,700 million for 
surplus disposal. 

The Cuarrman. That has been reduced. 

Senator HickeN Looper. That was the original amount set up last 
year. Here is what our laws contemplate, that we do not move in 
with surpluses and disrupt existing established market but only 
attempt to put it in to areas where it will be an overplus and go to 
people who otherwise would not buy. 

We can accept a certain amount of soft emergency. We can give it 
to them on loans and a certain amount of grants out of that. The ex- 
perience has shown, at least my information is, that from a mechani- 
cal standpoint you can only move a certain amount. There are 
practical deterrents to moving out $1,700 million worth of surplus. 
You simply cannot do it. 

We have today, according to information I get, prospective outlets 
for this, but there is “we question of mechanics. We are moving more 
this year than last yea 

Senator CAPpHART. Let me say this, that the administration, I think 
has done a good job in moving these surpluses but my point is it is 
not good enough because if they had gotten rid of all of it, then you 
would not have the low farm prices. 

Senator Hickentooper. I understand. 

Senator Capruarr. My position is that we have to do more and this 
bill is an effort to do more. 

I just feel confident that if this Congress will mandate the Presi- 
dent and the administration by passing some such legislation as I 
have recommended here that. they will find ways and means to over- 
come all of these physical difficulties and get rid of this surplus. It is 
only intended to get rid of it. 

If you did not give it to these people they would not have it. There 
are many people in the United States and millions in foreign coun- 
tries that you could give this surplus foodstuff to as well as fiber, 
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that if you did not give it to them, they just would not have it. That 
is all. 

Another way I think we can give away a lot of this foodstuff is to 

give it away in lieu of cash that we have been giving away. 

I cannot sit here, neither can you gentlemen and work out all of 
the ways and means in which it can be done. That is the purpose of 
the legislation, to set up a commission that will spend 24 hours a day 
studying this subject, that will spend 24 hours a day working out 
ways and means, because my observation has been that at. the present 
time the getting rid of this surplus is everybody’s business in 
Washington. 

And my observation is that everybody’s business is nobody’s busi- 
ness. The result is tht we do not get rid of it. 

Senator Munpr. It seems to me, Mr. Chairman, I wonder if Senator 
Capehart will agree, I read the bill pretty carefully; I was one of 
the cosponsors of it. It does simply three things which need to be 
done. 

In the first. place it concentrates the authority to solve the problem 
in one place, 

Secondly, it fixes the responsibility. There cannot be any beating 
around the bush, or any alibiing. This Commission, once established, 
has the responsibility of getting the job done. 

And, third, it provides the machinery. 

Senator Hickenlooper pointed out quite correctly in this surplus 
disposal program there are certain problems. The Department of 
Agriculture finds its hands tied by international commitments, finds 
its hands tied by local legislation; certain stipulations as to what we 
can do and what we cannot do. 

I think we should approach the surplus disposal problem with the 
emergency psychology that we used, for example, prior to World War 
[I when we approached the problem of peace and they passed H. R. 
L776. 

I happened to be on the House Foreign Affairs Committee at that 
time. We debated one phrase in that bill, ] remember. That says “the 
provisions of any other law notwithstanding.” This put us in the 
business of taking American taxpayers’ money and giving it to other 
people which may or may not prove to be wise in the final analysis of 
history. 

But to do that—you had a whole body of American statutes for 
years prohibiting all types of things like that—you had to have a bill 
as big as a Sears & Roebuck catalog to have achieved the objective 
provided by that one phrase. 

And I think that incorporated-in this bill should be that. phrase. 
[ do not see it. I think in the working features of it we should start 
out by saying that the provisions of any other laws notwithstanding 
this Commission shall be authorized to take whatever steps are neces- 
sary to get the job done. 

In that way you clear the desk and can get action. It is the only 
way I know that you can do it. 

Senator CareHart. It is perfectly agreeable with me, to tear this 
bill up and completely write a new one as long as we get a commission 
charged with the responsibility to get rid of the surpluses mandated 
by the Congress to do it. That is all I am trying to do in this instance 
here. 
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Senator Youne. Will you yield for a question? Is it not true that 
most of the hungry people in the world are in the Communist coun- 
tries and that we have a provision prohibiting trade with them now? 

Senator Carenarr. I could get you enough Indians in Latin Amer- 
ica that could consume this sur plus i in quick order. If you do not give 
it to them they do not get anything. 

Senator Youne. In the satellite countries of Eastern Europe there 
is a food shortage. Other surplus producing countries like Canada 
are selling goods at reduced price to those countries. Why should we 
have a prohibition against it when countries like Canada do not? 

Do you think we ought to change our law in that respect ? 

Senator Caprnart, Yes; I would do whatever is nec essary here, first 
to do the right thing and to get rid of these surpluses. 

Senator Hicken Looper. There is another factor that may seem a 
little foolish on the surface but I am convinced it is a very important 
factor, and that is the age-old eating habits of many of these people. 
We have had people trying for years to change the eating habits, to 
make people in other lands more ¢ adaptable to consuming our type of 
foods, and we have just run up against a stone wall. 

You mentioned Latin America. You could go to Central America 
and try to get a lot of those people to have a certain diet. They have 
been trying to do that for years. But they go right on. They will not 
eat the products because traditionally they have not eaten our type 
of food. It isa very human factor. 

Probably it is an unwise policy or an unwise attitude on their part, 
but nevertheless they eat what they want and we cannot change their 
habits overnight. 

Senator Carrnart. I think that is true. That is one of the prob- 
lems, but we have to find some way to overcome these problems. 

On page 4, I have never considered it unwise or wrong to give some- 
thing away when it was both good business as well as being a charitable 
Christian act. I can demonstrate to you now that my program is, 
in fact, good business for the United States. 

First, although there has been criticism that this administration 
has not done enough to relieve the farm problem, the investment of 
this Government in programs primarily for the stabilization of farm 
prices and income, in the years 1954 and 1955, has been $2,263 million. 
This compares with a total expenditure for such programs in the prior 
4 years of $1,747 million. 

These farm surpluses are not something new. They began to accu- 
mulate in the fiscal year ending June 30, 1949, at which time the CCC 
inventory of wheat was over 227 million bushels. It is now about 4 
times that amount. By June 30, 1950, the CCC inventory of corn 
was over 332 million bushels. It is now about double that amount. 

Senator Youne. Could I ask you another question at this point? 

You say that investment in price support programs for 1954 and 
1955 was $2 billion plus. Do you have a breakdown of that? 

Senator Carenarr. I do not have a breakdown with me. I could 
get it and put it in the record. 

Senator Youne. I wish you would, because many of these break- 
downs include, for example, the gift of wheat to Pakistan. That was 
not a price-support operation. 

Senator Caprenart. It got rid of surplus. 





PRICE-SUPPORT PROGRAM 3391 


Senator Youne. The Department of Agriculture lists that as a 
price-support operation ? . 

Senator Carenart. The periods of greatest accumulation of these 
surplus inventories were the fiscal years ending June 30, 1949, 1950, 
1951 and again 1954 and 1955. 

I say that it is not good business for the United States to continue 
to spend billions of dollars to inadequately and inefficiently support 
farm prices because we are unwilling to be realistic and give, to needy 
peoples of this and other friendly nations, that portion of our farm 
surplus that is depressing farm prices. 

Now I want to talk to you just a few minutes, if I may about this, 
that there is nothing new about this giving away these surpluses. 

For example, at the end of World War I, if you will turn to page 
5, 1am going to give you a number of concrete examples. 

We thought we had surplus defense plants ana what we thought 
were billions of dollars worth of surplus goods and we sold them. 

Well, I will give you some of the prices. I will give you a few 
examples. One aluminum company purchased 4 plants at Newark, 
Ohio; Troutdale, Oreg.; Spokane, Wash.; and Trentwood, Wash., 
for $41 million which had cost the Government $150 million. 

Another aluminum company purchased so-called surplus Govern- 
ment plants at Jones Mill, Ark.; Hurricane Creek, Ark.; Phoenix, 
Ariz.; and Chicago, Il., for $48 million that had cost the Government 
$144 million. 

hey were supposedly surplus. They had been built during the war 
for the specific purpose of winning the war, just as this surplus was 
accumulated, in my opinion, for the purpose of winning the Korean 
war, 

And I do not know why the farmers are not entitled to just as much 
support in the reduction of surpluses, in the elimination of surpluses, 
as were the businessmen. 

I will give you some more examples. 

If we continue looking through this book—I am talking about a 
book here now-—you will notice by a statement that was gotten out 
by GSA, we find an oil refinery at Cattlettsburg, Ky., sold for $2.3 
million which had cost the Government $16 million; steel properties 
in Utah that cost the Government $191 million were sold for $47 
million. An aircraft factory in San Diego that cost $9.7 million was 
sold for a million. 

A chemical plant in Sterlington, La., that cost $17.6 million being 
sold for $5.8 million. 

I am not criticizing that. I think it was the wise thing to do. 
Why? Because we put them into the hands of private enterprises 
who have since created huge payrolls, paid huge taxes, and created 
industries and businesses. 

I do not bring this up to criticize it. I only bring it up to show how 
this Congress; then they had surpluses in the past that affected busi- 
nessmen, they had no hesitancy in selling them for 10 cents on the 
dollar, which I think was a good thing. 

I am not criticizing but now we come along here with a huge sur- 
plus of some $8 million, whatever it is, of farm surpluses and we say, 
“No, we cannot even give it away to the poor peoples of the United 
cae = of the world. We have got to keep it and further depress 
the market.’ 
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And then possibly we will end up, I hope not, working out a farm 
bill here that will further aggravate surpluses, 

Senator Humpurey. I want to say I am very interested in your 
proposal. The facts that you are giving here are facts that have long 
needed to be emphasized. 

I think there is a point that I would like to get your observation on. 

You cite the years of the accumulation of some of our surpluses, and, 
of course, you were very right when you say that the most significant 
portion of the surplus was accumulated in the Korean war per “iod, par- 
ticularly right at the conclusion of the Korean war. 

Is it not right to say that from 19438, or 1942, on through, you had, 
starting out even before that with the Steagall amendment, you had 
0 percent of parity ¢ 

You had 90 percent of parity price supports in 1946, 1947, 1948, 
1949, 1950, 1951, 1952, 1953, and yet it is interesting to note that the 
") percent of parity was not enough by itself to get the production, 
that the Secretary of Agriculture had to set bigger production goals, 
and had to go out and have these farmer committees encourage farm 
ers, literally persuade them, to expand their production ? 

I think if you will go back to the record you will find that actually 
happened, where the Department of Agric ulture said, “We need so 
many million more acres of wheat and corn,” and sold the farmers on 
the patriotic duty of raising that additional wheat and corn and cot- 
ton. Is that not your recollection ? 

Senator Capenart. That is right. You are 100 percent right. 

Senator Humpurey. So it appears to me, No. 1, the factor that you 
are bringing up, that it was a war surplus in the sense that it was an 
encouraged production surplus. 

Senator CapeHart. That is right. 

Senator Humpurey,. Is that a very sound observation ? 

Senator CApeHART. And before you came in I think I pointed out 
that the Government owns and controls this surplus. 

Senator Humpurey. That is correct. 

Senator Carenart. And only the Government can dispose of it 
because they own it, they have physical possession of it. Only they 
can control, 

Some people say to me, “ You ought to get rid of all farm legislation. 
We do not need any.” 

Let me say this to you, you could repeal every law on the books to- 
morrow if you wanted to, but you would still have an $8 million 
surplus. 

You will not get rid of the surplus by repealing laws. 

Senator Humpurey. That is correct. 

Senator CapeHart. You are not going to get rid of the surplus by 
working out new laws here that avoid the creation of surpluses in the 
future. You will still have this surplus hanging over your head. 

You have to take, in my opinion, whatever drastic steps are neces- 

ary to get rid of it, and I honestly believe that the American people, 
the businessmen, the people, and the farmers themselves, are perfectly 
willing to have you do it, just as they were willing at the end of World 
War II, to get rid of all of these surplus defense plants. 

You will remember we sold billions of dollars’ worth of surplus 
shoes and clothing, almost every conceivable thing. Why? In order 
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to get it off of the market so it would not compete with business, to 
create jobs. 

[ think the decision ; as correct, in most instances. Much of it may 
have gone too cheaply, but I am talking about the principle, that it was 
correct, because it was something ace umulated during the emergency. 

Now you have the same thing with the farm surplus. All Lam ask- 
ing us to do as the Congress is to accept the responsibility, mandate the 
administr ation to get rid of it, in every conceivable way, and to set up 
a commission whose duty is to get rid of it, a commission that we can 

call over here and say, “Why did you not get rid of it? How are you 

trying to get rid of it? What do you w ant us to do to help you get rid 
of it? Do you need to have any laws changed? What can we do to 
study the problem ?’ 

My observation at the moment is if you wanted to find out how this 
surplus business is being handled it would take you 2 or 3 hours to call 
up all of the people in Washington that are dealing with it and then 
possibly would not get the 1 ight answer. 

You will get the answer if you mandate the administration to do it, 
if you set up a commission charged with the responsibility of doing . 

Senator Humpurey. I want. you to know, as you may recall, 
listened very attentively to your address in the Senate on this particu- 
lar subject.. My feeling is there has been much to-do with much over- 
exaggeration about the impact of 90 percent of parity as a surplus 
producing price-support level, because the facts are that in the begin- 
ning of the crop year of 1955, our surpluses were not at all dangerou:. 
They were not much more than a normal inventory. 

And one of the reasons that we have this surplus today is just what 
you have pointed out, namely, that the war was brought to an end, 
the necessity for expansion was no longer with us, and the crop never- 
theless was in the ground and the crop was harvested and it was an 
unusual bumper crop. 

Senator Carenart. The weakness of the parity system, of course, 
whether it is 90 or 50 or 40 or 75, is that the Government takes the 
excess production and puts it in a warehouse, and there it sits; whereas 
if you go the soil-bank route you do not produce it in the first place; 
therefore, you do not have anything in the warehouse. 

And in my opinion, if you do adopt that kind of a policy, the law 
of supply and demand will take care of your prices for your farmer. 

That has been the weakness of your system in the past. It has been 
that regardless of what the parity is. You create more than you can 
consume. 

Senator Humpnrey. You would not want a situation where you did 
not have an inventory, would you ? 

Senator Carrnarr. No. 

Senator Humpurey. You wouldn’t say there is no need of processing 
steel, just leave the iron ore in the pits up in northern Minnesota. You 
would not want that. You have to have some inventory. 

Senator Carenart. The bill I am introducing mandates the Presi- 
dent to arrive at what at the moment is a surplus and then he turns 
that surplus over to this commission with instructions to get rid of it. 

Senator Humrurey. That is what I wanted to clear up. 

Senator Carenart. Likewise the bill permits the President if a week 
or 2 weeks from now you had a growth or something happened and 
it looks as though you are going to raise less corn, let us say, next year, 
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he adjusts that surplus and says, “I told you a month ago we had”— 
let us say—‘a billion-dollar surplus in corn; I now find it is only $500 
million.” 

What this commission is charged with is the responsibility of getting 
rid of that portion beyond our needs and what we need as a normal 
reserve. 

It is that portion, as I pointed out a minute ago, that is causing us 
the trouble because it is that 5 percent of anything that either makes 
a scarcity or creates a surplus. 

Senator Youn. Just one more question: I dislike interrupting, but 
this is right along the line of what you were talking about. 

Agriculture production this year is at an alltimehigh. That, despite 
the fact that the prices of farm commodities this year are at the 
lowest point in 15 years. 

How, therefore, are you going to keep from piling up surpluses in 
the future when you reach an alltime high in production this year 
with the lowest prices in years? 

Senator CaprHart. The reason you have the low prices is because 
you have a surplus. 

You always have a low price in any business when you create a 
surplus, unless somehow, someway you have a monopoly that can 
completely 100 percent control it. 

Senator Youna. I agree with you. You were talking about war- 
time incentive and surplus. It is generally believed or advocated by 
many people if you lower prices you will get rid of your surplus, that 
you would not accumulate surpluses. 

How do you account for the fact that this year we have alltime 
high production when we have the lowest prices in years? 

Senator Carenart. Because we have the biggest surplus. Produc- 
tion and surplus is what govern prices. 

Senator Youna. Then you are advocating, you are saying that lower 
prices create a surplus and induce farmers to produce more. 

Senator Caprnarr. I am not saying anything of the sort. Physical 
things create the surplus. The bushels of corn and wheat and rice 
and pounds of meat that are produced on the farm create the surpluses. 

That is regardless of whether you get 90 percent parity, 80 percent, 
or what you do. It is the physical thing that creates the surplus. 
That is the surplus. 

Let us put it that way. Maybe it does not create it, but. it is the 
surplus. You have it at the moment and you have to get rid of it. 

Senator Torr. We have had very favorable crop years and we have 
stepped up agricultural production by scientific know-how. 

So, today we have too large a farm plant, so that. surpluses have 
been produced that overhang the market and have ruined the price of 
most of the commodities. Therefore, the Senator is endeavoring to 
set up an agency charged with the sole responsibility—no other re- 
sponsibility—of moving the surpluses into whatever channels can be 
found. 

Senator Cargnart, To sell at tha regular price, barter some, give 
them away ; that is correct. 

Senator Ture. The other step we must take is to reduce the overall 
farm plant. But if we reduce the farm plant: sufficiently so as to 
eliminate the trend to surpluses we would practically have to cut cer- 
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tain crops 100 percent in order to get down sufficiently to affect the 
price in the coming year. That you cannot do. nicer 

Senator Carruart. You cannot do that but I think if you will set 
up a commission such as this and they take the necessary steps and 
the world knows that we have mandated the administration to get rid 
of the surplus—it will take some time—I think you will find that 
there is an immediate reflection in the increase of farm prices all over 
the United States and all over the world. 

I am talking here today because the bill I introduced has to do 
only with getting rid of existing surpluses. I am going to cover 
briefly in a moment my ideas of what we ought to do on future 
production. 

Senator Humpnrey. Just one observation that I want to add: I 
spent some time over the weekend talking with some grain people, 
at a meeting that we had, and the indication that I have at the present 
time is that where a private grain trader usually carries a certain 
amount of personal inventory, that they no longer carry it at all, 

Senator Carruart. That is correct. 

Senator Humpnrey. That the Government carries all of the inven- 
tory, and primarily so because the Government has such a power to 
depress prices by any amount of operations with the CCC, that the 
private grain trader hesitates to carry any inventory. 

Furthermore, the private grain trader who used to have his own 
warehouse can rent that warehouse space out to the Government and 


at the same time have the Government carry the inventory and be 
paid for the storage of the very grain that he can go into and purchase. 

I talked to one man, for example, that recently sold over 100,000 
tons of certain soybeans for meal. He never owned a pound of it. 


He just made the transaction through the Government. 

And this is going on repeatedly, primarily because from time to 
time the Commodity Credit Corporation has dumped onto the market 
what I considered to be price-depressing amounts of grain and food 
products. 

This is the general consensus. The CCC can also firm up that 
market. I will make it quite specific. 

In corn they have been saying a lot of the corn they have been dump- 
ing has been spoiled. It may be spoiled, but I would like to bring 
my files to this committee and show you letters from some of the larger 
corn traders. _ They said they never had better corn in their life, | 

Some so-called spoiled corn that is coming into the market is really 
a good grade of corn, depressing the market far below support levels 
so that the Government has to take over practically all of the corn 
under loan. i 

I think that you have to look at what should be normal inventories, 
when you talk about your surpluses. What the Government has on 
hand is not all strictly surplus. There used to be a time that the 
private trader had a, considerable amount of inventory in his hands. 

Senator Carrnart. The facts are that practically all warehouses 
throughout the, Nation are filled with surplus Government-owned 
grains; therefore, there is no room for the privately owned grains. 
Therefore, they carry no inventory. 

Senator Humpurey, But they are filled with the Government- 
owned grains, period, and some of it.is surplus. I think we have to 
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be very careful that we do not ignore that the set-asides that this Con 
gress has determined as legal set-asides are a part of that. 

One of the things I resent when we discuss surplus or deplore it 
that we take eve rything over and above the current day needs and 
declare it surplus. It is only part of it that is surplus. The rest is 
what you call normal operating inventory. 

The Cuarrman. Have you in the bill anything to make it possible 
that these surpluses would be used, let us say, domestically to give to 
our people a better diet, more than they can now afford to purchase / 

Senator Capenart. That is in the bill, and those are rules and regu- 
iF ations to be worked out by your commission. 

The Cuamman. But would it have to be in addition to what they 
are able to buy now ? 

Senator Carenart. That is right. 

The CuarrmMan. Because if you do not you would probably not 
really assist them. 

Senator Carenartr. For example, in Indiana, we have township 
trustees that take care of the welfare of the people that have no money, 
and they either give them money or buy foodstuffs for them. 

I do not know “why we should tax the people of Indiana or any other 
State, with eee taxes, to feed these unfortunate people and at 
the same time tax the people for this surplus and not give it back to 
the township trustee to give aw ay. 

That would be one of the things that this commission would look 
into. They would see how much ‘of this sur plus foodstuff they could 
give to the charitable institutions of the United States, in order to 
increase their diets, and their health. 

Let me call your attention to one other thing here. You may think 
it is a little farfetched. I do not. 

Since the end of World War II, - have given away for military 
and See me aid about $56 billion. I do not bring this up to eriti- 
cize it. I do not bring this thought up to say that it is either good or 
bad, that we should or should not have done it. That is not the point. 

The facts are that we taxed the American people to the extent of 
$56 billion, and every dollar of that $56 billion came back to the 
United States in the form of the purchase of automobiles, trucks, 
tractors, and a thousand and one other things that the businessmen 
of America manufacture. 

In other words, had we not appropriated that money, had we not 
given it away, they would have done just that much less business, 
because it was an indirect subsidy. 

I am not criticizing it, please. I am just calling your attention to 
it. Only $11 billion of that $56 billion found its way into the farm 
products and cotton and that sort of thing. The rest of it went for 
a thousand and one things, much of it military, but nevertheless our 
manufacturers produced the military. They would have been that 
much short in total business since World War IJ, if it had not been 
for that. 

Why do we spend such huge sums as that? Why do we in- 
directly—it is an indirect subsidy to the business interests of the 
United States, and I am not criticizing it—and yet hesitate to take 
the drastic action that is necessary to relieve the farmers when we 
are not talking about not all of $8 billion, because not all of that is 
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100 percent surplus, part of it is needed—I do not know why we 
hesitate at all. 

I am finished unless you want an explanation of the bill which I 
do not think is necessary. You can read as well or better than I can. 

The CuatrMan,. The entire statement will be printed in the record. 

Senator Capenart. I would be happy to answer any questions. I 
have taken up a lot of your time now. I want to say that the purpose 
of the bill is to mandate the administration to get rid of surpluses, 
riod; to set up a commission charged with 100 percent responsi- 
bility for doing 1t, so that we can call that commission over here and 
hold them responsible for getting rid of it and not have to run all 
over Washington and all over the world trying to find out who is 
responsible for it. 

And I think if we do that we will get rid of these surpluses. It is 
not intended at any time to interfere with normal business. It is not 
intended at any time to interfere with normal business in the United 
States or any foreign country. I do not know how else to do it. 

If I owned a business and it had $8 billion worth of surplus, I 
would not be able to operate that business until I got rid of it or 
knew how to get rid of it. I do not know why you do not have the 
same thing here. 

I am sure that you are going to work out ways and means in the 
future for increasing the uses of farm products. That is very, very 
important. We have to appropriate, in my opinion, more money 
for research. The farmers have to spend more money through the 
help of the Government in advertising, in creating a bigger demand 
for farm products. The increase in population will partially take 
care of this problem we are talking about. 

Here is an example of what I am talking about in new uses for 
farm products. I do not know whether that product is good or 
whether it is bad. I think it is good myself. 

But there is a product that is made out of wheat, 100 percent out of 
wheat, not out of straw but made out of the kernels of wheat. That 
has many, many uses—the tops of desks—inside of houses, 101 uses 
for that sort of thing. 

It is made 100 percent out of wheat. 

I do not know why the Government does not, in their research 
laboratory, get behind a thing of that sort. I do not know why we 
do not appropriate sufficient money to find new uses for farm products. 

You will remember in World War I we had no trouble, when we 
made up our minds to do so, to develop synthetic rubber. We did 
it in a big way. We are now using synthetic rubber not exclusively 
but in large amount. We developed it. 

I think the Government ought to do likewise, find new ways and 
means of using farm products. You might, with something of that 
sort relieve the wheat. situation of the United States. 

Thank you very, very much. 

The Cuarrman. If there are no further questions, thank you very 
much. 


64440—56—pt. 8 —_8 
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(S. 2852 is as follows:) 


{S. 2852, 84th Cong., 2d sess.] 
A BILL To create an International Food Community Board, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this act may be cited as the “Interna- 


20 


tional Feod Community Board Act of 1956”. 


DECLARATION OF PURPOSE 


Sec. 2. It is the purpose of this Act to distribute Government-owned stocks 
of surplus agricultural commodities by an orderly system of disposition of such 
commodities through private nonprofit organizaitons, and to needy peoples at 
home and in free foreign nations, and thus to relieve the agricultural economy 
of the United States of the harmful effect to fair market prices of these surpluses 
hanging over the market and at the same time provide food and clothing for 
underprivileged peoples of the free world. 


INTERNATIONAL FOOD COMMUNITY BOARD 


Sec. 3. There is hereby established in the executive branch of the Government 
an agency to be known as the International Food Community Board (herein- 
after referred to as the “Board”). The Board shall be composed of five members 
who shall be appointed by the President from among the heads of departments 
in the executive branch most concerned with the purposes of this Act. One of 
the members shall be designated by the President as Chairman and one shall be 
designated by him as Vice Chairman. No member of the Board shall receive 
any additional compensation for his services on this Board. Members of the 
Board shall serve at the pleasure of the President. 

(b) The Board is authorized to appoint and fix the compensation of such 
officers and employees, and to make such expenditures as may be necessary to 
earry out its functions. The Board may delegate any of its functions to such 
of its officers and employees as it may designate. 

(c) The Board shall, with the consent of the Government agency concerned, 
avail itself of the services and facilities of existing Government agencies in carry- 
ing out its functions under this Act and may, with the approval of the President, 
delegate any of its powers to any Government agency. 

(ad) The Board is authorized to appoint without regard to the civil service 
laws and regulations such advisory committees as it deems necessary to assist 
it in carrying out its functions under this Act. Persons so appointed may be 
compensated at rates not in excess of $50 per diem and may be reimbursed for 
necessary traveling and subsistence expenses incurred by them while engaged 
in the business of the Board. 


STATE LIAISON COMMITTEES 


Sec. 4. The Board is authorized to appoint for any State or regional area, a 
State or regional liaison committee composed of three members. The Board 
shall perform its functions under this Act in suck States or regions with the 
advice and on the recommendations of such liaison committees. Members of 
such State or regional liaison committees shall serve at the pleasure of the 
Board, may be compensated at the rate of not more than $50 per diem, and shall 
be reimbursed for necessary traveling and subsistence expenses incurred by them 
while engaged in carrying out functions under this Act. . The Board shall provide 
‘ach such liaison committee with such stenographic and other assistants as it 
may reasonably require. Such liaison committees shall be charged with the 
responsibility of assisting properly qualified applicants to avail themselves of 
the benefits of this program. 


FUNCTIONS OF THE BOARD 


Sec. 5. It shall be the duty of the Board to formulate and put into effect 
programs designed to carry out the purposes of this Act. Such programs shall 
include, but shall not be limited to, plans for— 

(1) the distribution over a period of approximately three years (or, in 
the case of perishable commodities, such shorter period as may be necessary 
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to prevent spoilage) to needy peoples in the United States and in friendly 
foreign countries who would otherwise be unable to obtain such commodities 
or products, of all stocks of Government-owned surplus agricultural com- 
modities, or products processed therefrom, less— 

(i) such quantity of each commodity as the President may estimate 
is necessary to provide an adequate national reserve of such commodity 
for emergency purposes ; 

(ii) such quantity of each such commodity as the President may esti- 
mate can be sold or otherwise disposed of, from the stocks of Govern- 
ment-owned agricultural surpluses, during the period of this program, 
through previously authorized programs; and 

(iii) the President may from time to time revise such estimates and 
thereupon this program shall be correspondingly revised ; 

(2) carrying out such distribution in a manner which will not materially 
displace, disrupt, or interrupt existing commercial markets; 

(3) carrying out such distribution, to the maximum extent feasible, 
through the facilities of private nonprofit organizations in the United States 
and abroad and through locally sponsored or locally administered plans 
of oneration ; 

(4) storing in foreign countries of commodities transported for ulti- 
mate distribution within, or in the areas of, such countries, and for the 
transportation abroad as soon as possible of the commodiites proposed ulti- 
mately to be distributed abroad; 

(5) transportation of commodities and products to be distributed to stor- 
age facilities in areas of distribution and the leasing, or where necessary 
the construction, of necessary storage space in such countries; 

(6) processing of commodities into consumable goods wherever possible 
without cost to the Government; and 

(7) reimbursement of costs incurred by the Board in processing commodi- 
ties into consumable goods and in providing transportation from storage 
facilities to points of consumption. 


POWERS OF BOARD 


Sec. 6. In carrying out its functions under this Act, the Board is authorized 
to— 

(1) obtain Government-owned surplus agricultural commodities from the 
Commodity Credit Corporation, without reimbursement to the Commodity 
Credit Corporation for such commodities, and the Commodity Credit Cor- 
poration is directed to deliver to the Board for the purposes of this Act 
such commodities as the Board may request and which are to be disposed of 
under section 5 (1) of this Act; 

(2) enter into contracts for the processing into consumable goods and bulk 
packaging of such commodities, and for their transportation to storage fa- 
cilities in areas of distribution (or, in exceptional cases, to points of 
consumption) ; 

(3) enter into agreements, as provided in section 7 of this Act, with pri- 
vate nonprofit organizations in the United States and in foreign countries 
for the distribution of commodities and products processed therefrom to 
the ultimate consumers thereof: 


(4) accept donations of transportation, processing, and other services. 


AGREEMENTS WITH DISTRIBUTING ORGANIZATIONS 


Sec. 7. Agreements entered into pursuant to section 6 (3)— 

(1), shall provide, except as provided in section 8, for payment to the 
Board for commodities or products furnished to the distributing organiza- 
tion, and reimbursement of the Board for costs incurred by it in the proces- 
sing or transportation of such commodities or products, but such payment 
need bear no relation to the fair market value of the commodity or product, 
the purpose of this Act being to distribute surplus goods to needy peoples; 

(2) shall contain such provisions as the Board may deem necessary or 
appropriate to assure that the commodities and products to be distributed 
under such agreement will be delivered only to needy peoples not otherwise 
able to obtain such commodities, or to schools, hospitals, or other institutiotis 


for consumption or use by such peoples, all pursuant to the purposes stated 
in section 5, paragraphs 1 and 2, of this Act; 
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(3) shall limit the charge made to recipients of such commodities or prod 
ucts to not more than actual cost to the nonprofit organization including 
processing and transportation (excluding local transportation in the country 
or area of distribution) ; 

(4) may permit such nonprofit organization to contract with a processor 
to process any such commodities in exchange for byproducts thereof (pro 
vided that the fair value of the byproducts does not exceed the reasonable 
charge for such processing). 


PAYMENT FOR COMMODITIES 


Sec. 8 (a) The Board is authorized to distribute commodities and products 
under this Act at such prices, not in excess of the fair value thereof, as recipients 
are able to pay, and as are consistent with the purposes of this Act. Payment 
for such commodities and products may be in the form of— 

(1) raw materials needed for stockpiling for national defense purposes : 

(2) goods and services needed by Armed Forces personnel ; or 

(3) United States or foreign currencies. 
Any foreign currencies acquired under the provisions of this subsection shall be 
purchased from the Board by the Export-Import Bank of Washington at current 
rates of exchange. 

(b) Notwithstanding any other provision of this Act, the Board may make 
commodities or products available for distribution under this Act without any 
cost whatever to the distributing agency when the persons to whom ultimate 
distribution will be made are unable to make any payment therefor (or any 
payment in excess of transportation and processing costs). 

(c) Amounts received by the Board under this section may be used to defray 
any proper costs of this program and any remaining funds shall be paid into the 
Treasury as miscellaneous receipts. 


APPROPRIATIONS 


Sec. 9. There are authorized to be appropriated such sums as may be neces- 
sary to enable the Board to carry out its functions under this Act. 


MISCELLANEOUS PROVISIONS 


Sec. 10. (a) As used in this Act, the term “Government-owned surplus agri- 
cultural commodity” means agricultural commodities acquired by the Com- 
modity Credit Corporation prior to the date of enactment of this Act through 
price-support operations or pledged to the Commodity Credit Corporation under 
agreements entered into prior to such date, and agricultural commodities ac 
quired prior to such date through the use of funds made available under section 
32 of the Act of August 24, 1985 (Public Law 320, Seventy-fourth Congress). 

(b) The Board shall take such action as may be necessary in order to make 
known to prospective applicants the availability of agricultural commodities 
and products for distribution under this Act. 

(c) Agricultural commodities and products stored in accordance with section 
5 (4), shall remain the sole property of the United States and subject to its 
exclusive control until distributed by the Board in accordance with a program 
promulgated under this Act. No commodities or products so stored shall be 
returned to the United States except in case of national emergency. 

(d) The President is authorized to transfer to the Board any functions or 
duties of any other agency of the Government relating to the disposition of 
surplus Government-owned agricultural commodities. 

(e) The Board shall transmit to the Congress annually a report of its activi- 
ties under this Act. 

Sec, 11. This Act shall expire on June 30, 1960. 


The CHatrrman. We are glad to have with us Congressman Mahon. 
You may proceed, sir. 
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STATEMENT OF HON. GEORGE H. MAHON, A REPRESENTATIVE IN 
CONGRESS FROM THE 19TH CONGRESSIONAL DISTRICT OF THE 
STATE OF TEXAS 


Mr. Manon. Mr. Chairman, I am very grateful to you and the 
members of the committee for this opportunity of testifying before 
you. 

* Like you, I have many ideas on farm surpluses, and other aspects of 
the farm program. You have already had exhaustive hearings. I 
should not impose on your time to discuss those ideas. 

I come to discuss with you something that refers particularly to my 
own area, and to the cotton particularly. 

My congressional district produces one-tenth of the cotton of the 
Nation and, naturally I have a very great interest in that aspect of 
the farm program. 

The CHarrMan. Is that all of Texas? 

Mr. Manon. No, it is just- 

The Cuarrman. I thought the whole of Texas produced more than 
one-tenth of the cotton. 

Mr. Manon. The whole of ‘Texas produces between 30 and 40 per- 
cent of the cotton produced but my district alone produces one-tenth of 
the national output in cotton. 

So having that very special interest, I have been alarmed by some 
of the proposals which have been in the air here recently. 

I would like to say in the beginning that here is a time when the rep- 
resentative in the Congress from the city, along with the man from the 
country, and the general public, are all saying, “Let us do something 
for the farmer.” 

I hope through legislation this year we can do something, not of a 
temporary makeshift nature, but something that wil! help us through 
the years, because the atmosphere may not be so nearly conducive to 
good legislation from the farmers’ standpoint a year or 2 or 3 years 
from now. 

So it does seem to me we ought to try to get something worthwhile 
at this time. 

Why am I alarmed? The President in his agricultural message 
said that he wanted to change the support program, the basis for 
support on cotton from %-inch staple to the average. 

Well, the average staple length of cotton is 1 inch; with % as a 
basis on the 90 percent support on cotton you have one price but if 
you change that to 1 inch, it will reduce the support program for all 
cotton, for 1-inch cotton, for 7%-inch cotton, all cotton. 

According to the Chief of the Cotton Division of the Department 
of Agriculture, this recommendation of the President, which un- 
fortunately is contained on page 3 of this proposed bill, before you 
would have reduced the price support on cotton in 1955, by $14 a bale, 
or $200 million. 

According to the authorities of the Department of Agriculture, in 
1956, if we should adopt this 1-inch provision which is proposed as a 
standard upon which you will base support programs and parity, if 
you adopt this 1-inch formula, you would reduce the support price 
of all cotton, generally speaking something over 3 cents a pound, 
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which would reduce the income of the cotton farmer by $259 million 
in 1956, assuming that we produce about 15 million bales. 

Of course, we hope for a reduced program. I know that the only 
object, the prime object in a new farm program is to raise the income 
of the farmer. The proposal with respect to 7%-inch cotton is a 
device for reducing the income of the cotton farmers of the Nation 
$200 million a year, which would be an intolerable situation. 

Perhaps the heaviest cotton producing area in the United States 
is the district I represent and I come to voice that opinion because 
it is vitally significant and it would be hypocrisy for us to say, “We are 
trying to take care of the cotton farmer” and come up with a law 
which would reduce the income of the cotton farmer alone by a 
quarter billion dollars. 

The Cuarreman. Could you state for the record where this cotton 
is produced that is under an inch ? 

Mr. Manon. Yes; 25 percent normally of the cotton of the country 
is of less than 1-inch staple. My State of Texas produces about 80 
percent of the cotton of less than 1-inch staple, but this gadget 

The Cuatrman. Is that confined to your district? 

Mr. Manon. No, this is confined to the whole State. But this 
gadget would not only hurt my State, it would hurt Alabama; it 
would hurt Georgia; it would hurt Louisiana. 

Your cotton farmer, under the proposals, Senator, in this bill, the 
suggested bill here—I have only read 3 pages of it because it has not 
been available—would cut down the support program to your cotton 
farmers next year in excess of $17.30 a bale. 

The CHatrmMan. You mean assuming that we go back to the 90 
percent rigid price supports ? 

Mr. Manon. Assuming that, if you base it on 1 inch rather than 
seven-eighths inch, you will reduce the income of the farmer of 1 inch 
or in excess of 1 inch to the extent of $17 a bale. 

The CHAIRMAN. anes that the law remains as it is, that is, the 
flexible price support from 75 to 90 percent for other cotton and 
instead of that you put 90 percent back in. 

Mr. Manon. On 1 inch? 

The Cuarrman. On 1 inch and above. 

Mr. Manon. Yes? 

The Cuarrman. Would it not be of more benefit to the farmer as a 
whole? 

Mr. Manon. No, no. If you put it on 1 inch and above, the 90 per- 
cent, you will still reduce that income approximately $17 per bale in 
1956. 

Senator Ture. Might I ask this one question? What would be the 
problem that your producer would be confronted with, if he had to go 
to producing an inch or better ? 

Mr. Manon. That is a very good question. 

We have a requirement for good lumber and bad lumber. For some 
fine piece of furniture you need a very high grade of lumber. To build 
a barn, you do not have such high grade. 

If we are going to compete with synthetics we need the highest 
quality of cotton as well as the lower quality that will sell for less. 

Senator Tuyr. However, your short staple is the greatest problem 
today and your long staple is in the more favorable situation, as I 
understand it? 
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Mr. Manon. Yes, it is, slightly. 

Senator Ture. And, therefore, what would be your problem of try- 
ing to get into compliance with your producing more of your long 
staple? I donot know. I am not in the cotton areas. 

Mr. Manon. I think I can clarify that. Seventy-five percent of all 
cotton is now 1 inch or above. So it is perfectly clear from that, that 
our problem in cotton is not brought about primarily by the short- 
staple cotton. 

Of the short-staple cotton seven-eighths inch and lower, only 8.6 per- 
cent is in that class. Short-staple cotton has not brought on this 
condition. 

It is true that in the overall cotton production, slightly more of the 
short-staple is in the loan than is in the entire carryover. There is 
some problem there. 

But to force everybody to produce 1-inch staple would not give 
industry the variety in price and in quality that industry is using, 
if you get my point, compete with the synthetics, shall I say. 

Senator Jonnsron. Is it not true that the staple that is below 1 inch 
is the staple that we are having trouble disposing of at the present 
time ? 

Mr. Manon. We have at least 5 million bales of surplus cotton of 
1-inch staple in the loan now, because only one-fourth of cotton pro- 
duced in the first place was short-staple. 

Senator Jounston. To prove that is so you not only have one- 
fourth or 25 percent today in the loan, but you have 38 percent of the 
cotton that is in the loan at the present time, you will find also, below 
1-inch staple. 

Mr. Manon. I have not checked that figure. 

Senator Jounston. Let us see what the reason for that is: Is it not 
true that the staple that is longer makes a very much stronger fiber 
when you weave it into cloth, so the mills are desirous of getting a 
long-staple; is that not right? 

Mr. Manon. Yes; but if all cotton is long staple, then the long- 
staple producer is forced into a more competitive position and this 
sort of thing in the law, in my opinion, would hurt both the short- and 
long-staple producers of cotton, if you get what I mean. 

Senator Jounson. The long staple is worth more and sells for more, 
but there also would be a difference, too, when it sells for more and is 
worth more, there ought to be some difference in what the Govern- 
ment puts on it, also, do you not think ? 

Mr. Manon. I think there ought to be some difference and there is 
a difference. These differentials—in other words, it is not being ad- 
vocated that you lend 35 cents a pound on shortest staple cotton.. The 
support price of 90 percent of parity and the price in the market 
place is subject to these variations of grade and staple prices. 

If you take short-staple cotton to the loan or to the cotton buyer, 
you get less for it. We already have that taken care of. 

And to put a support price of 90 percent on 1 inch and above, and 
have, say, 75 percent on 1 inch or below, well, you would have to have 
another referendum, or should, for the people who get 75 percent of 
parity to determine whether they would want to go into a quota pro- 
gram. Otherwise, they would be discriminated against. 

The point is that in the market now there is a wide variation of price 
and, of course, short-staple cotton is not worth as much as long-staple 
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cotton even though they are both supported at 90 percent of parity. 
That is the point I make. 

The thing that alarms me greatly is that our area has a short grow 
ing season and we cannot, by reason of this short growing season 
the experts in their-industry and in the Department of Agriculture 
agree that we cannot produce successfully the 1-inch staple, it is not 
au matter of choice. We have increased along with the rest of the 
Nation the length of our fiber. We cannot produce the 1-inch 
satisfac torily. 

By irrigation we can often produce the 1 inch but it is often of poor 
quality. ‘It is often not as valuable to the spinning mills because it 
does not have the quality and character that you need in the cotton. 

My point is this: In the first place you hurt all cotton farmers if 
you go to 1 inch. I think that is crystal clear. You reduce it about 
$17 a bale. 

In the second place, if you go to variable parity, say, 90 percent on 
| inch and less than 90 on the rest, you strike a body blow at the 
producers of the shorter staple cotton. And the shorter staple, since 
it is cheaper, is more able to compete with the synthetic fiber. It 
does have a use in many, Many ways. 

My point is, let us treat everybody alike and let the natural differ- 
ential take care of the variations. 

Senator Jomunson. Is there any way for you to plant a different 
variety of cotton and get a long staple? 

Mr. Manion. That is our problem. 

Senator Tuyr. Why can you not do that? 

Mr. Manon. Because when a tree grows it makes rings. 

Senator Turn. We are,talking about cotton now. 

Mr. Manon. A fiber of cotton is somewhat like the stalk of a tree, 
with the rings indicating growth, and cellulose is deposited on this 
fiber of cotton, and it takes time to make those deposits there. 

If you do not have the time, if you have the colder nights in August 
and the shorter growing season you cannot produce the staple length 
along with the quality of cotton that you otherwise would produce. 

Senator Tuyr. What is your poundage? Does that short-staple 
produce compare in poundage to the long-staple / 

Mr. Manon. Well, yes. 

Senator Tuyr. Per acre? 

Mr. Marion. There are many varieties of cotton. Some varieties 
produce a little longer staple. Some produce more per acre. 

Senator Tuyr. I realize that, but can you in an area where you are 
most apt to have the short-staple cotton get as large poundage per acre 
on that short-staple as you can on the long-sts aple? 

Mr. Manon. We probably can get in many cases a larger poundage 
per acre on the shorter staple because it is more adapted to the climate 
and to the area. 

Senator Tr:ye. But only in this area, net necessarily in another area 
where the long-staple is more commonly grown ¢ 

Mr. Manon. The long-staple can be grown where the growing season 
is longer, of course. 

Senator Tuyr. What about moisture? 

Mr. Manon. Well, moisture has a great deal to do with it; drought 
is another reason. 
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Senator Ture. In an irrigated area the long-staple is not a problem. 

Mr. Manon. In one-fourth of my district we could not during the 
dry years produc e one-tenth of the cotton ¢ rop of the Nation unless we 
had irrigation. We have it, but even with irrigation with the short 
growing season the experts from Beltsville and in the Department of 
Agriculture—I would like for you to get that before you—they will 
invariably say, * You cannot successfully produce the long-staple cot- 
ton, the 1-inch- staple cotton.” 

Senator Tuyr. What geographical area is the long-staple most 
adaptable to—Louisiana, Mississippi, Georgia, Florida ‘ 

Mr. Manon. I would say in California and Arizona, they adapt per- 
fectly. They have the long growing season. They have the water 
when needed. It is simple to produce the longer staple. That is one 
of the reasons. 

Senator Tuyr. Cain you not do that down in the Rio Grande Valley 

Mr. Manon. Yes; you can do it there. You can produce it there 
but Lam 600 miles north of the Rio Grande Valley. 

Senator Tuyr. I am trying to legislate for your congressional 
district, lam afraid. 

Mr. Manon. I am trying to legislate for all cotton in opposing going 
to the 1 inch, if you get my point, and then I am insisting that it would 
be an unjustified discrimination to place a support level of, say, 90 per- 
cent on 1 inch and less than 90 percent on the other. 

Senator YounGc. How much price differential is there in the present 
program between the long-staple and short-staple cotton under our 
program ¢ 

Mr. Manon. On seven-eighths-inch cotton, the support program on 
seven-eighths-inch cotton is about 31 cents middling. 

Senator Hottanp. What percentage ¢ 

Mr. Manon. And about 3 cents more per pound or $15 a bale more 
for 1-inch cotton. 

We already take a $15 per bale reduction, because of the short 
staple, but— 

Senator Hottanp. What percentage 

Mr. Manon. An additional penalty would be too severe. 

Senator Hottanp. What percentage of parity is the support price 
for your seven-eighths inch ? 

Mr. Manon. The percentage of parity now if it is merchantable and 
eligible for the loan 1s 90 percent ; it was last year on all cotton. That 
is where we think it ought to me maintained. If it is not eligible, if it 
is not marketable, not spinnable that is a different situation. 

We are talking about quality cotton. 

Senator Humpnrry. I think this is very helpful, clarifying -testi- 
mony. What you are trying to say to us who have limited information 
is that a 90 percent price-support crop loan on 1-inch staple is at a 
higher cash-loan price than 90-percent price- aceon loan on seven- 

eighths. 

“Mr. Manon. That is right. 

Senator Humpurey. So there is already a price differential based 
on grade. 

Mr. Manon. Yes; there is already a penalty for producing a-short 
staple. I do not argue with that. 

Senator Humpnrey. Getting that straight, in other words, the lay- 
man now knows that 90 percent price-support crop loan on cotton does 


/ 





3406 PRICE-SUPPORT PROGRAM 


not yield the same amount of dollars on 7%-inch cotton as it does 
on 1 inch. Is that clear for the record ? 

Mr. Manon. That is right. 

Senator Humpurey. Now, we get down to this: how do you figure, 
as you say in your statement, that if the proposal in this draft bill 
before us went into effect, that it would reduce further your income 
per bale. I think you said something like $17 a bale. 

Mr. Manon. That is right. 

Senator Humpnurey. E xpl: iin that to a fellow that does not know 
very much about cotton. 

Mr. Manon. If you fix the standard on. seven-eighths inch, then 
you go up and down from there and seven-eighths is your norm. It 
is now your standard. That is where you get the optimum price at 
seven-eighths. 

But if you raise that optimum price to 1 inch, then the 1-inch cotton 
does not get the advantage which it now has. The 1-inch cotton now 
brings 3 cents more than seven-eighths inch, but if you bring the one 
down to seven-eighths and make it the standard, then you have lost 
$17 a bale. 

Senator Humpnurey. Does it get 3 cents more on the basis of a crop 
loan or market price ? 

Mr. Manon. By reason of the fact that the loan is based on seven- 
eighths the 1-inch gets more in support. 

Senator Humpurey. In a crop loan that is the only way the support 
works on cotton, is it not? 

Mr. Manon. That is right. 

Under date of January 13, the top man in the Department of Agri- 


culture on cotton, Mr. Rhode explains it this way: 


If the 1955 loan had reflected 90 percent for milling 1 inch, instead of milling 
seven-eighths, and assuming the same schedules of premiums and discounts had 
been used, it would have had the effect of reducing the loan rate on each quality 
of cotton by 2.8 per pound. 

Do you see my point? 

This may seem a little complicated but there is no doubt about it 
that it is a fact. 

And he goes on to say that next year by reason of these differentials 
that are reflected in the designated cotton markets, the reduction in 
support would be 3.46 cents per pound. 

If you want to reduce the price of all cotton, we would put in this 
provision now contained in the suggested bill before you, ‘“Middling 
1 inch shall be the standard grade for the purposes of parity and 
support.” 

That is the way to bring it down, to reduce the income of the cotton 
farmer by $260 million. 

The CHarrman. I wonder if you have these figures available. Sup- 
pose during 1955 that instead of 90 percent of parity you had an 
effective rate of 75 percent—what difference would it make ? 

Mr. Manon. I do not have the figures. That would have reduced 
the price by perhaps $200 million, that is, the income of the farmers. 

The CHatrmMan. But only as to the cotton that is under an inch? 

Mr. Manon. Oh,no. Iam sorry, Senator. It would have reduced 
the price of the longest staple along with the shortest staple. 

The Cuatrman. I see that but the question I would like answered is, 
assuming that the present production, that is, the 1955 production had 
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been at 75 percent of parity, instead of 90 percent, what would have 
been the difference in the income of the farmer? 

Mr. Manon. Well, a bale of cotton, say, worth $150, you reduce it by 
10 or 12 percent, you take off that, it would be about $15 per bale less. 
in other words, that would hurt the cotton farmer just about like the 
l-inch proposal will hurt if we place it in operation in 1956, in my 
judgment. 

In other words, if you put the parity support at 75 percent, and then 
you put the standard at 1 inch, you would just really take the shirt off 
the cotton farmer and his trousers, too, if they were made of cotton. 

Senator Humpnrey. Even the synthetic shirt? 

Mr. Manon. Yes. 

I think Secretary Benson toyed with the idea of giving a higher price 
support, that is, percentagewise. 

Senator Jounston. For 1 inch? 

Mr. Manon. And above. I think he toyed with that idea and I 

think last fall he said, “Well, I might relent in my opposition on 90 per- 
cent of parity for special premium production,” or words to that effect, 
but I would like to read this from this letter, from the Department. 

That has apparently been abandoned. That idea has been aban- 
boned as impractical and it is impractical. If you should make the 
difference, the disparity so great between short and the long staples— 
grading cotton is guesswork, anyway, and they almost have open war 
over the grades that the farmer gets, and if you would make it so 
serious that there would be, say, $30 or $40 difference in the price of a 
bale of cotton, depending upon judgment as to the staple length, you 
would have a program that would be most difficult to administer, and 
the farmer would utterly rebel unless you had mechanical devices and 
more than what we now have—the educated guess of the cotton 
classer—we would have havoc in trying to administer such a program 

I think that is one reason why the Department has abandoned the 
idea. I will quote from this letter: 

In response to the question regarding the placing of different qualities of 
cotton on different percentages of parity levels, we have no knowledge of any 
consideration being given to this scheme. 

As a matter of fact, it does not appear to be practical to do this since the 
value of the various qualities of cotton have fairly well defined relationships 
to each other. 

That was what you would bring out. There is no attempt here to 
get the same price for seven- eighths inch or fifteen-sixteenths as you 
would get for 1 inch. Those things are already taken care of and 
they vary from year to year. 

The Cuamman. Congressman Mahon, you were here this morn- 
ing when I said that this was not a committee bill. 

Mr. Manon. Yes, sure. 

The Coamman. This is something to work from. 

Mr. Manon. I think it is commendable to introduce something 
that we can look at. . 

Mr. Cuarrman. It was not even introduced. It is just before the 
committee. 

Mr. Manon. I understand that this does not represent, necessarily, 
the view of anybody. It is just a composite of ideas. 

nee HATRMAN. Composite of ideas based on the hearings we held 
last fall 
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Mr. Manon. I do not believe you could get many farmers in Louisi- 
ana, Mississip pi, Texas, or California to advocate going to the 1-inch 
basis when it will cost a $17 a bale. That is wholly unrealistic. 
I do not know of one farmer who wants to do that who understands 
the implications of the proposal. Of cowrse some farmers and others 
feel that a lower price on cotton should be established to aid in com 
peting with synthetics and in an effort to secure better foreign 
markets. 

It is a way to reduce farm income and we are trying to improve 
farm income. 

The Cuatrman. Thank you very much. 

Mr. Manon. Thank you very much. I am very grateful to you. 

The CuairmMan. Senator Neuberger is the next witness. 

Senator Tuyr. Might I inquire what will be the schedule for this 
afternoon ¢ 

The CHarrMan. Senator Neuberger is the next witness. We will 
then go over until tomorrow. 

There were some Senators who cannot be here this morning. | 
will suggest that they file statements. We set aside this day to hear 
Congressmen and Senators. 


STATEMENT OF HON. RICHARD L. NEUBERGER, A UNITED STATES 
SENATOR FROM THE STATE OF OREGON 


Senator Neupercer. Mr. Chairman and members of the commit- 
tee, | know that time is of the essence and I will not waste it. I 
would like to thank you for the courtesy of allowing me to meet. with 
you today and for allowing Senator Morse and myself to sit with 
you in Oregon. 

I have a statement that I will give to the committee. I would like 
to highlight it very briefly to emphasize a few of the things that 
I found in my $ ate, a very important agricultural State, when I was 
out there for 44, months and visited every single part of the State. 

My State is unusual in one way, from the standpoint of its farm- 
ing economy, for this reason, Mr. Chairman: East of the mountains 
we have mainly wheat, which is a supported commodity; west of the 
mountains we have largely small diversified farmers, family-sized 
farms. 

Two facts were impressed up on me. One was the fact that the 
producers of supported commodities have suffered a great deal under 
the policies that have been adopted by the present administration. 
But the greater irony was the fact that there are thousands of farmers 
in this country that are outside virtually all agricultural programs. 

I talked to people who raised prunes and cabbages and pullets and 
eggs, and those people are in great distress. I checked when I returned 
to Washington, and I found that in many respects the prices received 
for their commodities have had a greater percentage drop in the past 
3 years than those under so-called supports. And yet those people 
are receiving virtually nothing. 

And I should like to emphasize one thing that I feel quite strongly : 
We have reached a crisis in our agricultural program. There is no 
doubt about that. 

It seems to me that while this is a time of good deal of anxiety 
among the farm population and among the leaders in the Nation, 
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such as members of this committee, it also is an opportunity for the 
Congress to experiment with three different types of agricultural 
programs. tf . 

It is my opinion that any man in political life who poses as having 
one remedy for agriculture is just as fallacious as the doctor who 
would say that he has one remedy for the human body whether a 
drug or a type of surgery or any other type of therapy. 

I think that the various crops, the various geographical locations, 
require a good many different types of programs. I would say, from 
my talks with hundreds of farmers, that there are three different 
things that might be considered by this distinguished committee. 

First is the soil-bank proposal. That has been emphasized by the 
President in his message, and I will not go into that any further. 

Second is some form of the domestic parity program, the two-price 
program, if you want to call it that, which was involved in the old 
McNary-Haugen bill, vetoed twice in the 1920's by the President of 
the United States, principally for wheat, perhaps for cotton and rice. 
This program would guarantee farmers a fixed ratio of parity on some 
predetermined share of the domestic market for their product. 

Third, some form of the Brannan plan or anything else along those 
lines. 

I should like to say this, Mr. Chairman, that I am not afraid to use 
the term “Brannan plan,” even though it has been heavily attacked, 
because I found that a good many words are being eaten at the present 
time so far as agricultural policy is concerned. 

I was interested to note in the President’s message that, in referring 
to the acreage reserve program, he used the term that it should include 
wheat already seeded if it is “incorporated with the soil.” 

Whoever devised that term, “incorporated with the soil,” has my 
admiration as a writer. He has an imagination worthy of the author 
of Space Cadets, because, as everybody around this table knows, the 
term “incorporated with the soil” is just a way of saying “plowing 
crops under,” but not using that phrase because it has aroused political 
emotions for so many years. 

My feeling about the general agricultural program is that you can 
call it a subsidy—sure, it is a subsidy. I found this in the relative 
brief time I have been a Senator: If you like something the Govern- 
ment does, it is a service; and if you do not like it, it is a subsidy. If 
one does not like the public-school system, that is a subsidy to children. 

I think our farmers need some help. My concern so far as my own 
State is concerned is this: I do think the domestic parity plan deserves 
a trial for wheat. I do not belabor that, because you gentlemen have 
heard testimony at great length to that effect. 

I do think that we need some form of direct aid for many small 
farmers in diversified agriculture. I cannot tell you how many people 
I talked to who raise prunes, for example, or who raised cabbages. 
Mrs. Neuberger’s family are small diversified farmers. They have 
some row crops, some cattle, a little bit of corn. They have an or- 
chard. We know a lot of people in that farming community, and we 
talked to those people a great deal. They are outside of all of the 
programs. 

I think that beyond the soil bank, beyond the support for these 
basics, we need something for these people whom I have mentioned. 
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This certainly would not come in our time, probably, although it 
may—we are living in times that move very fast—we may yet see the 
time in the United States, Mr. Chairman, when a great committee like 
this has a program, not to support crops as such, but to support farm 
families. 

I do not think that is an impossible thing, that such a thing like 
that may come about. But meanwhile, before that happens, I do 
think that this offers a time to try various programs for various crops. 

I do not think there is any one thing that will solve this. That is 
just the conclusion that I have as a very inexpert witness. I would 
not take any further time unless you have questions. 

The Cuarrman. Are there any questions? 

Well, thank you ever so much and your entire statement will be 
printed in the record. 

(The prepared statement of Senator Neuberger is as follows:) 


Mr. Chairman, thank you for this opportunity to speak to you briefly about 
the need for some new departures in our national farm policies. I shall be brief, 
because I do not pose as an expert on agriculture, and your committee will con- 
sider statements from the farmers themselves and from many experts on various 
phases of this complex subject. I do, however, want to offer some general 
observations about the approach with which we in the Congress should tackle 
the farm crisis which has developed during the last few years. 

Only 2 weeks ago, I returned from 4 months in my home State of Oregon. 
During the autumn months, I traveled constantly throughout the State—the 
ninth largest in territory of the 48 States. I visited 31 of the 36 Oregon counties, 
extending from the Pacific coast where Tillamook County dairymen produce the 
famous Tillamook cheese, and Coos County, where cranberries are grown, to 
the Snake River, 500 miles to the east where, in the valley, intensive cultiva- 
tion of row crops produce garden seed, sugar beets, and sweet corn, and where 
on the vast expanse of range thousands of white-face cattle fatten. 

In county after county, I met with farmers whose crops range across the 
entire spectrum of agricultural products: Wheat and feed grains, apples, nuts 
and soft fruit, vegetables, dairy products, poultry, and beef cattle. I talked to 
farmers who, by force of economy circumstances, are already engaged in soil 
bank acreage reduction—prune growers of Walla Walla Valley near Milton- 
Freewater who are pulling out their orchards; fescue seed growers in the Grand 
Ronde Valley who are plowing under hundreds of acres of luxurious fescue, and 
hops growers of the Willamette Valley who must clear poles, string, and wire 
from fields before they can be planted to other crops. 

Two facts in particular impressed themselves on my mind: (1) That after 
8 years of falling farm income, many, many farm families face a real economic 
plight; and (2) that many of these farm families, at least in a diversified 
agricultural economy such as Oregon’s, are completely outside any Federal pro- 
gram of economic aid. In other words, the great Government price support 
and surplus-disposal programs for the so-called basic crops about which we hear 
so much, and the magnitude of which places them at the center of any debate 
over farm policy, do not reach thousands of farm families in States like Oregon, 
who grow berries, or carrots, or raise chickens or turkeys. Many of these 
farmers spoke to me, not of price supports or Government purchases, but of the 
cost of bank credit, or of transportation, or of weather losses. 

Oregon agriculture is highly diversified, although the individual farmer may 
in many cases be a specialist like the spud grower near Powell Butte, the pro- 
ducer of alsike clover seed near Madras, and the Lake Labish onion grower. 
This is possible because nearly every kind of soil and every variety of climatic 
condition can be duplicated in one part of Oregon or another. Such diversity 
should ordinarily spell wide agricultural prosperity. What I have found, Mr. 
Chairman, is acute economic pressure bearing down on the farmer in every 
section of the State. The shrinking farm income and the rising costs of farm 
operation are producing a rising chorus in which the voices of farmers gener- 
ally are lifted. 

In immediate economic jeopardy, especially, are many of the younger farmers, 
those who are 40 and younger; veterans, hundreds of them, who have begutt 
their operation and expanded in a period of high land values and high com- 
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modity prices. Payments on their mortgages cannot be met out of today’s 
declining invome. No rapid amortization provides them with a friendly tax 
relef. In all the proposals that have been outlined, and that includes the Risen- 
hower program now before the committee, I find nothing that will solve the 
agricultural problems of hundreds of these farmers who produce fruit, raise 
poultry, or intensively cultivate row crops on farms of relatively few acres. 

Mr. Chairman, can the cherry grower in Marion County sensibly retire every 
fifth acre in his orchard? How will the Lane County farmer, whose beans keep 
cannery production lines running 24 hours a day in season, share in the Presi- 
dent’s program? Again, I would like to ask the committee, Should the farmer 
whose enterprise, location, and skill in producing specialty crops adds much 
to our vaunted standard of living be denied consideration as new farm legis- 
lation is fashioned? I believe a farm program to meet the needs of modern 
agriculture will try to answer these questions with consideration and fairness 
to all farmers irrespective of whether they raise basic commodities or not. 

Mr. Chairman, by now everyone is finally willing to face the fact that a 
critical situation in agriculture exists. I have spoken of it on several occasions 
last year, in the Senate and also before this committee, and I think it is unneces- 
sary to take the time today to recount facts which at last everyone seems to 
be recognizing. 

I believe that this recognition of a very broad crisis in agriculture, which 
euts across many crops, many areas of our Nation, many types of agricultural 
production, points the way to the kind of approach which we in the Congress 
should take toward new Federal farm policies. I believe this is an opportune 
moment for experiment, for initiating new programs which are not known 
in advance to be foolproof but which deserve a trial. 

The so-called soil-bank proposal may be one such program. As I understand 
it, the proposed acreage reserve is intended primarily to reduce the acreage 
planted to wheat and cotton in an effort to permit the Government to work off 
the surplus stocks it now holds of these crops. I have heard estimates of the 
cost of this program running to $1 billion a year, but perhaps even a very expen- 
sive program may be justified to solve the immediate problem of overproduction. 
Another program which deserves consideration for wheat, and, I am told, per- 
haps cotton and rice—not as an emergency measure, but as a means of prevent- 
ing the accumulation of future Government-held stocks of these crops—is a 
domestic parity program, which would guarantee farmers a fixed ratio of parity 
on their predetermined share in the anticipated domestic consumption of the 
crop. 

The idea of a conservation reserve also presents an attractive concept of 
land management. I know this committee will inquire with care whether it 
is more than an attractive concept and actually an economically meaningful 
and feasible program. In the course of this inquiry, I hope the committee will 
give consideration to the proposal recently advanced by Mr. Dewey Anderson, 
director of the Public Affairs Institute, and others for placing emphasis on 
a long-range program of growing trees on acreage removed from the production 
of annual crops. With your consent, Mr. Chairman, I ask that a recent letter 
by Mr. Anderson, explaining this proposal, which appeared in the Washington 
Post and Times Herald on December 11, 1955, be printed in the record of these 
hearings after my remarks. 

It is obvious that we have not one farm problem, but many farm problems. 
The economic condition of farmers differs not only with the supply and demand 
of the different commodities which they raise—it differs from area to area 
with differences in climate, soil, and water, distance from markets, adequacy 
and cost of transportation, and of electric power, availability and cost of 
credit, and soon. Equally obviously, no single method of Government assistance, 
which may solve specific problems of one group of farmers, will be a panacea 
for all farmers. In medicine, we have long since given up bleeding every 
patient as the standard cure for whatever ails him; we should not permit the 
Same single-minded approach in our treatment of our sick-farm economy. 
Perhaps one patient needs surgery, another penicillin; one may be ready for 
an oxygen tent, another may require only some extra vitamins. 

My point is that we must be prepared to act resourcefully, to discard anv 
preconceptions which would inhibit experimental and imaginative programs. If 
acreage quotas have been made ineffective by modern intensive, high-yield farm- 
ing methods, perhaps limits on Government support should be expressed in 
quantities rather than in acreage. Perhaps quality differences should be 
reflected in support prices. Perhaps the technique of direct production pay- 
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ments. as in wool, should replace the technique of shoring up market prices 
through Government support purchases for more commodities. 

Too often in the past years, any bold and imaginative proposal to bolster and 
stabilize the role of agriculture in our national economy has been made a target 
of partisan attack. But those who, as we all remember, subjected the Brannan 
plan, for example, to bitter political denunciation are now eating their words. 
Sometimes their reluctance to eat them in public is almost humorous. For 
years, Republican farm policy consisted in impassioned attacks on alleged Demo 
cratic plans to plow under crops—so the President’s message on agricultural 
policy gingerly proposes that “it should be practical to include (in the acreage 
reserve program) wheat already seeded if it is incorporated with the soil, as 
green manure, or by other accepted practices.” 

I do not suggest that it may not be necessary to plow under some presently 
vrowing wheat, as the President suggests, in order to make the soil-bank pro- 
gram effective. I do suggest, however, that it should teach us to approach farm 
legislation with open minds rather than with doctrinaire economic theories 
and political slogans. 

We have in the past seen partisan efforts to defeat necessary farm programs 
by inciting city dwellers against farmers with cries of “favoritism” and 
“subsidy.” The fact is that the farmer is low man on the totem pole in the 
American market place. When his product is ready for sale, he must deliver 
it. He takes what is offered. Yet, when the farmer buys equipment or things 
for his own use, he pays what is asked. I think it is obvious that the farmer 
needs some Government help. You can call this help a subsidy or a service, 
according to your own viewpoint. I find that people who disapprove of a 
Federal program refer to it as a subsidy. If they like it, the program becomes 
a service or an aid. 

The Conference on Economic Progress has pointed out that, between 1944 
and 1954, subsidies to airlines cost us nearly $700 million. Ship operators, 
between 1947 and 1954, received subsidies totaling $300 million. Treasury losses 
on accelerated tax amortization certificates for business corporations amount 
to about $2 billion. The Conference on Economic Progress also has claimed 
that “the termination of World War II defense contracts, on terms favorable 
to industry, cost the Government $6,800 million.”” We have subsidized the edu- 
cation, the housing, and the health of millions of veterans, and I for one support 
the continuation of these Government services. 

I am not criticizing these subsidies. Many of them are part of American life. 
The original land grants to railroads were a virtual gift; one company received 
about $131 million in Government timber lands to build a $70 million railway. 
But we needed the railroads to open up the frontier. Airlines and steamship 
routes have pioneered other frontiers, some beyond our shores. Accelerated tax 
writeoffs may sometimes be questionable, but these are not at issue here. The 
point I make is that most of the criticism of subsidies has been directed at sub- 
sidies for farmers. Yet Government grants to farmers are equally as defensible— 
if not more so—than the grants which have gone in vast sums to large corpora- 
tions, and are rarely questioned at all. I am not critical of the mail subsidy to 
newspapers in the form of less-than-cost mailing privileges, except when some 
of these same newspapers become holier-than-thou about subsidies to farmers. 
This is hypocrisy. 

The letters I receive from farmers and the statements made by farmers with 
whom I talked convinced me that something besides political answers must be 
provided in farm legislation of 1956. First, the sheer problem of financial sur- 
vival facing countless thousands of farmers must be recognized. There is dis- 
aster ahead for all too many of our farm families if the income decline is not 
immediately arrested. Second, there must be a willingness to try previously 
recommended suggestions that have long been denied a fair trial, such as the 
domestic parity plan. Third, surplus capacity must cease to be considered a 
national liability. Our surplus agricultural capacity must come to be viewed as 
a mighty asset and be treated as such. The day we find that we can produce no 
surplus food in this country, that day, all too late, we will know we have tragi- 
cally become one of the have-not countries of the world. Fourth, we must pre- 
serve the farm as the home for those who have chosen the family farm as their 
way of life. It has not been demonstrated that, as claimed in some quarters, the 
farmers now being forced from their lands are those by training and inclination 
properly destined to migrate to town. It has not been demonstrated that huge 
corporate farms can provide food for the masses most economically. However, 














PRICE-SUPPORT PROGRAM 3413 





there can be no argument that our American culture and our American way of 
life would be radically altered with the decline of the family-type farm. 

I am confident that from the farmers themselves, Mr. Chairman, have come 
constructive proposals and program suggestions from which your Committee can 
construct farm legislation which will meet the immediate needs of the farm 
crisis, provide a long-range plan for a prosperous agriculture while imsuring the 
Nation’s consumers of unlimited supplies of food and fiber at prices well within 
the purchasing power of the public. Only such a program will remove the farm 
problem from the arena of partisan political debate and at the same time main- 
tain the farmers’ position of dignity and self-respect, which his vital contribution 
to our national life merits. 


—_— 








[The Washington Post, December 11, 1955] 
TrmBeR BANK VERSUS LAND BANK 


Current talk about a “land bank” should be taken with a lot of salt, 

The purpose is to cut down on land which now produces crop surpluses, while 
keeping it in good standby condition for any emergency. When needed, it could 
be plowed up rapidly. Instead of paying for surpluses we would pay for alternate 
land use. 

To be effective, millions of acres of cropland would have to be removed from 
present crop cultivation, turning it into grassland. Cost estimates range up to 
$600 million a year—say $6 billion in 10 years. When they get down to cases, it 
may require payments of $20 an acre a year for 30 million acres. 

Apparently we have given up on efforts to get more food to hungry people 
at home or abroad, no matter how badly they need it. Now we are going to 
take land out of cultivation in a big way. 

We can do better than this, because this isnt’ really a good idea at all. It 
simply has not been thought through. The bright boys haven’t done their home- 
work this time. Somebody is jumping the gun. 

It isn’t a good suggestion because it does not eliminate surpluses. It simply 
shifts them from crops to beef and dairy products. The “land bank” idea adds 
more pastureland and lets the farmers use it for cattle raising or milk production. 

Our milk production is already growing so rapidly that another few billion 
pounds raised on some of these new land bank acres would most certainly all 
be surplus. If some of the new acres are put into more cattle and hogs, already 
at disastrously low price levels, these two sectors of the farm economy would be 
forced to ask Government protection and subsidies. I have a cattle ranch in 
California and I know. Another point—the new pastureland would reduce some 
demand for corn, and surpluses of that crop would increase. 

If we are going to take land out of crop cultivation—if that is the route 
we decide to go, then we had better make up our minds to take it out for a really 
long time and stop talking about emergencies. For unless we find big new mar- 
kets, we are probably in a permanent surplus situation. 

Taking land out isnt’ much good as long as we can get cheap fertilizer and 
better machinery to get more crops out of the remaining land. That is what we 
do in cotton, wheat, corn, tobacco, and potatoes. We would probably have 
to put all of Iowa into parks in 20 years to catch up with our fertilizer 
factories. 

But if we are going to take land out of production—if that is the best we can 
think up—how about a timber bank instead of a land bank? Timber is the 
one crop grown on the land that isnt’ surplus and doesn’t need any price sup- 
ports or Government props. Wood is so scarce and costly that hardwood floors 
are now almost tissue thin layers put on top of subfloors. Try to buy a piece of 
firpelace wood—ouch! They tear down 100-year old barns to get big beams, 
for few trees are allowed to grow that big before being cut these days. 

Millions of acres might go into a land bank without really solving any sizable 
part of our agricultural problem. But thé same acres planted to trees would be 
to everyone’s advantage. They would répresent a shift from a surplus to a 
scarcity not a shift from one surplus to another. 

Through a timber-bank plan, we could make a start on reforesting the Na- 
tion, step soil erosion and help prevent disastrous floods and droughts. The 
game and wildlife of the Nation would multiply. Streams now drying would 
flow more steadily and fish could live throughout the year. Recreational fa- 


64440—56—pt. 8——_9 






3414 PRICE-SUPPORT PROGRAM 


cilities would increase by leaps and bounds to meet the growing demands of our 
city populations. Farmers could reap a tidy extra income from sportsmen. 

If we have enough foresight, a local woodworking economy can be built, 
along with the timber bank, which could revitalize many small rural com- 
munities. People could farm in the summer and some of them could work in 
the fall and winter in woodworking plants, producing a wide range of consumers’ 
goods. Probably combining on and off farm work is the only reasonable solu- 
titon for a lot of small farmers, and more and more of them have been taking 
that route. 

But trees won’t grow as fast as compound interest at 6 percent—so that 
farmers cannot be expected to put any land into timber growth if they have to 
meet present commercial requirements for the capital. Why not a Government- 
sponsored credit program? 

For lending purposes set up a National Resources Corporation, as we did the 
RFC, Small Business Administration, or the Housing Administration. Pro- 
vide for the participation of local banking facilities. Tailor timber loans to meet 
the practical necessities of the situation. Get a guaranty of good forest prac- 
tives. Make the loans after careful determination of feasibility by the Forest 
Service, placing the interest low and making the term of payment long enough 
so that the farmer can get a pay-out and take a real capital gain. 

The chances are that it will cost the taxpayers a lot less in the long run to 
provide the setup to finance a timber bank on 30 million acres of cropland and 
in other areas as well, than it would cost them to finance directly a land bank and 
on top of that pick up the tab for surplus milk, beef, sheep, and pork. 

A timber bank and a timber workshop for tree farmers make a lot more sense 
than the land bank to me, Anthony Wayne Smith, who conceived a good part 
of the idea, and to dozens of others with whom I have shared this thinking. 
I'll bet this idea takes hold. 

DEWEY ANDERSON, 
Evecutive Director, Public Affairs Institute. 

WASHINGTON. 

Senator Hotzanp. I want to make it clear, if I can, for the record, 
you do favor an extension of the present price-support program to 
include the producers of perishables; is that it in general ? 

Senator Neupercer. My feeling in general is this, the present price- 
support program does involve the collection of commodities by the 
Government, and potential laying up of surpluses. 

I think better than the present form of price supports, some form 
of limited direct payments, let us say, to avoid the loss between what 
a farmer raising prunes or cabbage gets in the market place and his 
cost of production on a certain portion, would be more appropriate for 
many crops than the present loans, by which the crop is then taken 
by the Government and stored in a certain place, be it perishable or 
not. 

But I do think that all justice and equity calls for the extension of 
whatever form of Government aid we have to more crops than now 
receive it. I do believe that, Senator Holland. 

Senator Hottanp. You do favor the Brannan plan? 

Senator Neusercer. I would say some form of the Brannan plan 
for the people who are now totally outside such Government programs 
as do exist in the realm of agriculture. 

Senator Hotianp. Do you not know that most of the organizations 
which represent those commodities which are outside, do not want to 
be included ? 

Senator Neusercer. Well, let me just say this, I went and talked to 
individual farmers. I am not piving you any suggestion from any 
farm organization. When I talk to people who told me that for the 


first time since 1937 they had to borrow money to pay their school 
taxes this past November and they are raising crops which are totally 
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outside all of the present agricultural programs, I felt we had reached 
a crisis that called for some form of governmental action for those 
people. 

Senator Hotianp. You think that the Congress should vote that 
governmental action in spite of the fact that every representative or- 
ganization of which I know that represents those particular commodi- 
ties is recommending against bringing those commodities under price 
support—such organizations as the cattlemen’s association, both na- 
tional and State, such organizations as the fruitmen’s association, cit- 
rus, apples, and prunes, which you mentioned, and such organizations 
as the American Vegetable Growers Association—all the organizations 
I know, without a single exception, that represent those perishable 
commodities as national spokesmen, or regional spokesmen, protest 
against the bringing of those commodities under price support. Do 
you know of any exception to that? 

Senator Nreuspercer. My feeling is this, that unless we have some 
form—and I am not using the term “price support.” I am using the 
term “some form of governmental aid for the relatively smali farmer” 
who is in row crops and the other things we have mentioned, that 
the family-sized farmer is going very largely to pass out of existence. 

Senator Hottanp. The question that I asked you was this: Do you 
know of any exception to the statement I have made, any organization 
that represents these perishable commodities, the growers of those 
commodities as such, which wants price supports ? 

Senator Neupercer. I have not cai:vassed the stands of various 
organizations, either in my travels around the State or before I came 
here today. I do know that I talked to a good many hundreds of indi- 
vidual farmers, because that is what makes up the bulk of our farming 
society west of the Cascade Range, and those people feel that they 
should be included in some governmental program. 

Whether it is the soil bank or price supports or some form of the 
Brannan plan, I am not passing upon that. Obviously, for a man 
with an orchard it is quite difficult to have something like a soil bank. 
I am not sure how it can be done, but I do believe that such Govern- 
ment programs as we have should include those people. 

Senator Hotianp. In another part of your testimony I understood 
you to say you felt that the program was more a farm-family support 
program than a price-support program for farm commodities. 

Senator Neusercer. What I said was that the time might come—if 
I am correct—I did not know whether it would come in the chair- 
man’s time or mine—but we are moving pretty fast and conceivably 
it could come that a committee such as this one might some day con- 
sider a program, not for the support of specific commodities but for 
the support or assistance of farm families. If I recall, I think that is 
approximately what I said. 

Senator Hotuanp. Is that not the substance, really, of your state- 
ment? I believe that you, in effect, admit that no organization repre- 
senting any of these perishable commodities, fruits, vegetables, cattle, 
poultry, and many fine representative organizations in all of those 
classes, is asking for price supports for those commodities. 

Senator Neusercer. I was not aware of the stand of various agri- 
cultural organizations, and I do not feel that is a part of my testimony. 
I felt that whatever I could give of value to the committee was just 
the impressions I had from traveling around the State as an indi- 
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vidual and as a Senator, and talking to various farm families and 
farm people. 

Senator Hotianp. I personally appreciate the statement. I am 
going to ask you to do this. If you can find any responsible organi- 
zation representing the producers of commodities in the group that 
you are talking about, which is asking for price supports for the 
producers of those commodities, I would like it to be supplied for 
the record. 

Senator Neupercer. I would just like to say this: You always come 
back to the term “price supports” and put those words in my mouth 
in effect. 

[ have not advocated price supports. I said I think these people 

need some form of Government assistance, whether the soil bank or 
some form of direct payments, such as were envisioned under the 
Brannan plan, or whatever else. 

For example, Senator Holland, I was interested to know—I did not 
bring the figures with me—if I am not correct, some figures I got 
from the Department of Agriculture about a week ago showed 
greater percentage drop in the last 3 or 4 years in the price of various 
market vegetables than in the supported commodities. 

What are we going to do for these people? I talked to many of 
them in real distress. I talked to people in eastern Oregon on some 
ir rigated lands who were not even bringing up their potatoes because 
they said it would cost more to send them to the Chicago market—to 
ship them on the railroad—that cost would be far more than they 
would get for them. 

It did not pay them to bring them up this year. They were just 
going to plow them back. 

Senator Hottanp. What kinds of support do you suggest for a 
family that produces a commodity for which there is no market ? 

Senator Nrupercer. We have been supporting families that are 
producing commodities for which there must be no market because we 
have considerable surplus, I may say a vast surplus, and still we have 
been doing it, if I am not mistaken. Why take one commodity and 
not another? Who is to say to a man who raises wheat or cotton, 
“You are to be helped by the Government,” and to a man who raises 
cabbages and potatoes and prunes, “You are not to be helped by the 
Government.” 

Senator Hotianp. In other words, you recognize no distinction on 
the quest ion of storability betw 

The Cuarrman. Storability and curtailment of production. 

Senator Hotzanp. You recognize no distinction between the stor- 
ability and possibility of control of production and the possibilities of 
handling storable crops in world exports and on the world market 
conditions, and similar problems of those who produce perishables. 

Senator Neupercer. I recognize there is a certain difference in some- 
thing that can be stored, and yet I still say to you, the impact on the 
family unit is the same. What are you to say to people who are 
raising perishable, “because you are raising them, there is no Govern- 
ment program for you”? Do we have to say that to them? 

Senator Hottanp. Then you come back to the implication that what 
you are really thinking about is farm family support rather than price 
support for commodities. 
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Senator Nreusercer. I think that eventually we may have to come 
to that if we are to keep individual families, relatively small-farm 
families, small family units on the land. I think that is a socially 
desirable thing in a democratic nation. 

If I am not mistaken, the fall of Rome happened when the small 
family-sized farmers went under. 

In the Soviet Union they have vast collective agriculture in which 
the family unit is unimportant. 

I feel that it might be a socially desirable goal for the United States 
Government to help an individual farmer stay on the land. I ean 
conceive of that as being a worthwhile goal. 

Senator Hottanp. Even though he is producing a commodity for 
which there is no market ? 

Senator Nreupercer. We are not doing that at the present time? 
You know much more about agriculture than Ido. Your experience 
is much greater. Are we not at the present time assisting people who 
are producing crops for which there is no market? 

The only distinction being that they are producing storable crops 
for which there is no market. 

Senator Hottanp. Of course, my answer would be that I hope not, 
because I hope we will be able to dispose of the stored product, and if 
we are not able to dispose of it, then there is no alternative if we are 
going to hold onto that program but to further curtail production 
which can be done as to that ty pe of crop. 

But just to say that we are going into the program of supporting 
farm families who will want to continue to produce something for 
which there is no market, no need, that is a far cry from anything 
that is in the law now; at least I think it is. 

Senator Neupercer. I just want to say this in conclusion, that I did 
not say we were going to be doing this now, but I do think that even- 
tually we may be doing that unless we are to have agriculture in the 
United States become great vast impersonal units that are corporately 
owned and even, perhaps, in which stock will be sold, and they will be 
an anonymous as an automobile factory or a railroad. 

I think that would be an undesirable thing in a free country. I 
think Thomas Jefferson, who founded our party, would have thought 
that so. 

Senator Hotianp. I would agree with you and I think the idea of 
ever getting any soulless corporation, for instance, to go through the 
rigors of producing livestock or poultry or the like on a general scale 
would have to produce the kind of corporation the like of which I have 
not seen, at least as yet. 

I find no fault with you in your bringing your ideas into the record, 
but I do want to bring out how revolution: ary your ideas are com- 
pared to anything we have at the present time and how varied the 
problems of class of producers you mentioned are from those under 
the present price-support program, and how completely afield you are 
from the request of the associations and groups of producers who rep- 
resent the particular producers whom you mentioned. 

The CHatrMaAn. We are glad to have had you, Senator Neuberger. 
The committee had set aside today to hear Members of Congress and 
of the Senate. 

Three other Senators asked to be heard, but because of other engage- 
ments they were unable to come. 
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I would suggest that the clerk get in touch with them and suggest to 
them that any statements that they have to make will be incorporated 
in the record as though they had been present. 

The committee will stand in recess until tomorrow at 10 o’clock to 
hear the heads of four of our large organizations, the National Milk 
Producers Federation, the National Farmers Union, the American 
“arm Bureau Federation, and the National Grange. 

Senator Neusercer. Thank you very much for your courtesy. 

The Coarrman. Thank you. 

The committee will stand in recess until 10 a. m. tomorrow morning. 

(Whereupon, at 12:15 p. m., the committee recessed to reconvene 
at 10 o’clock a. m., Wednesday, January 18, 1955). 
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WEDNESDAY, JANUARY 18, 1956 


Untrep Srates SENATE, 
CoMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, D. C. 

The committee met, pursuant to notice, at 10: 15 a. m., in room 324, 
Senate Office Building, Washington, D. C., Senator Allen J. Ellender 
(chairman) presiding. 

Present: Senators Ellender, Holland, Anderson, Humphrey, Scott, 
Young, Thye, Hickenlooper, Mundt, Williams, and Schoeppel. 

The CHarrMan. The committee will please come to order. 

We have today as the first witness Mr. James G. Patton. Mr. Pat- 
ton, will you step forward and be seated please? 


STATEMENTS OF JAMES G. PATTON, PRESIDENT, AND JOHN A. 
BAKER, ASSISTANT TO THE PRESIDENT, NATIONAL FARMERS 
UNION 


Mr. Parron. I have with me Mr. Baker. 

The Cuarrman. Mr. Baker can sit next to you; that will be all right. 

Mr. Patton, for the record, will you kindly give your name in full 
and your present occupation. 

Mr. Parron. Mr. Chairman and members of the committee, for the 
record, I am James G. Patton, president, National Farmers Union, a 
completely private nationwide organization of farm families. 

Only farmers are eligible to be voting members of National Farmers 
Union. Our recommendations for national legislation are developed 
through democratic policy development processes starting with the 
discussions and resolutions of local community groups of members, 
county meetings, State conventions, and the national convention, at 
each of which decisions are made in open meeting by majority vote of 
members, or of delegates selected by members, on the basis of propor- 
tional representation. Delegates are responsible to members who 
elected them; and no votes of delegates are taken in secret. 

The Cuairman. As I understood you a few days ago, you stated 
that your convention was going to meet in March. 

Mr. Patton. Yes, sir; March 19 to 23. 

The Cuarmman. Are you permitted by them to give your views as 
outlined here? 

Mr. Patton. Yes. The views I am outlining here today, Senator, 
follow the policy guidelines established by the last convention. Of 
course, there may be changes in policy. But I do not think there will 
be changes in basic policy. These views are in line with the basic 
policy guidelines. 

3419 
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The CuarrMan, It is your view that if and when you meet again 
that the same basic policies that you will outline to us today would be 
reinstated ¢ 

Mr. Parron. That would be my opmion, on basics. There might 
be changes in methods of applying them. 

The CHarrman, The organization usually follows the views of 
James G. Patton; does it not? 

Mr. Parron. I would not say that exactly, Senator. 

The CHarrman. All right, proceed. 


EARLIER STATEMENT 


Mr. Parron. On June 7 of last year, I presented to your committee 
a comprehensive statement of our recommendations for needed im- 
provements in existing farm price and income legislation. It is still 
our considered opinion all phases of this program should be included 
in the legislation to be adopted by the Congress this winter. 

I understand that the committee has decided to cover several 
of these items in one bill and then put the others in a bill to be con- 
sidered later in the session. I will, therefore, confine my further 
statement to the particular phases to which you have indicated your 
desire to confine this hearing. 


WHY WE'RE HERE 
We are here because farm income is at depression levels. We are 


here to discuss effective ways of improving that deplorable situation. 
Farm family income is down by almost one-third from 1952. Hog 


prices in December 1955 were only 50 percent of parity. Cattle prices 
continue at a level below 60 percent of parity in many areas of the 
country. Grain sorghums, oats, corn, rye, barley, cottonseed, and 
many other farm commodities hover at only 60 percent of a fair price. 

Net incomes of average farm families have dropped drastically. 
In the midst of widespread national prosperity, farm families are 
having forced upon them the heavy hand of dire poverty. 


THE MEASURE OF OUR DUTY 


Farm families are severely suffering, economically. Yet over 
20 million men, women, and children in the United States do not 
have enough food for good nutrition, because they lack the purchasing 
power to buy it. 

Those are the two major dimensions of the problem that brings 
us here today in concern and anxiety. 


WHAT DID IT? 


Sliding scale farm-price programs, lack of sufficient credit adapted 
to family farm needs, and the historically chronic adverse terms on 
which farm families must trade with big industry have combined 
since 1952 to force nearly 400,000 farm-operator families off the land 
and to turn practically all of rural America into a depressed area. 

The recent farm depression imposed by official Federal policy has 
been loaded on top of large pockets of longstanding rural poverty 
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which resulted from and were allowed to persist primarily because 
of insufficient family farm credit and farmers’ chronically adverse 
terms of trade. 

NOT FARMERS ALONE 


Not farmers alone but all the — and institutions of the com- 
munity and trade area suffered from narrow economic opportunity 
and inadequate standards where farm-family incomes are too low. 

Farm income is the primary source of economic activity in rural 
America. The profits of small business in rural America are low 
and falling because farm-family income is low and falling. 

Salaries that public servants, professional people, clerical em- 
ployees, and other white collar workers can earn in rural America are 
low and stay low because farm-family income is low and falling. 

Wage rates of hired wor kers are low and stay low in rural 
America because farm- families’ incomes are low and ‘falling. Public 
institutions and services in rural America are unable to maintain ade- 
quate standards because farm families’ incomes have been low and 
are falling. 

As sure as night follows day, farm depression and rural depression 
become translated into increased unemployment and depressed 
national income. 


FUTURE FOOD AND FIBER SUPPLY 


During these years, farmers are able to produce a continuing abun- 
dance of food and fiber for the Nation’s current needs. In fact, we 
are producing slightly more than consumer dollar demand will take 
at fair prices to farmers. 

Yet in only 20 years the United States Bureau of the Census believes 
that we shall have 228 million people in the United States, 62 million 
more in 1975 than now, an increase of nearly 40 percent. 

Almost 1 additional plate to fill for each 2 being filled today. To 
fill those 62 million additional plates will require a tremendous ex- 
pansion of national farm production. 

May I remind the committee, the average age of America’s farmers 
iS dangerously close to 60. And current low prices and income-earn- 
ing opportunities are not much incentive to keep a new generation of 
farmers on the land. Is it wise national policy to take a chance that 
we may have too few farmers to produce the food needed by 228 million 
people in 1975? 

May I remind the committee, also, of what happens to the farm 
equipment and buildings, to the soil and water resources when farm 
income is depressed ? 

Farmers are forced to mine their soil and wear out their farm plant 
to cover family living costs and stay out of bankruptcy courts. Is it 
wise national policy, “with our rapidly expanding population, to pro- 
mote and force the rapid depreciation and erosion of our farm-produc- 
tion resources ? 


NEED TO RAISE FARM INCOME 


The demands of national best interest in future food supplies and 
the demands of economic justice to farmers coincide to speak elo- 
quently that we must move rapidly to raise farm income. 
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In 1955 farmers suffered severe depression in the midst of national 
prosperity. We can and should =e up for that. The official De- 
partment of Agriculture prediction is for a still further drastic drop 
in farm income in 1956. We can and should prevent the drop and 
raise farm incomes to a full parity level. 

Let us not try to mislead farmers into believing that bargain sales 
of Commodity Credit Corporation farm commodities and further 
reduction of allotted acres of four crops will do anything to solve 
the central problem of low farm income. ‘The only solution to the 
problem of farm income is to repeal the sliding scale and substitute 
for it a fully adequate level of farm-income protection and price 
supports. 

MANDATORY 100 PERCENT OF PARITY 


The administration has shown no willingness nor indication to raise 
price-support levels above the prices that prevail i in the so-called free 
market. The only available remedy now is specific mandatory legis- 
lation that will require them to maintain returns or prices for the 
family farm production of all farm commodities at 100 percent of a 
fair parity price. 


A FAIR PARITY PRICE 


National Farmers Union continues to urge the repeal of the so- 
called modernized or rollback parity price for mula in existing law. It 
should be replaced by a formula giving farmers a return for the 
increasing productivity per hour of human work in farming that will 
enable farm families to earn an income from their work, management, 
and property ownership comparable to those incomes that can be 
earned by people in other walks of life. 

And specifically we point out the immediate need, (1) to set aside 
the transitional formulas that go into effect this year for the first 
time, and that will still further reduce parity prices in the years im- 
mediately ahead; (2) to restore the so-called parity equivalent price 
for manufacturing milk to at least its pre-Benson relationship to the 
parity price for all milk; and (3) to provide parity prices for the 
secondary feed grains on a feed value equivalent to corn at 100 percent 
of the 1955 formula. 

May I point out that the Benson manufacturing milk formula, the 
transitional formulas, and the so-called modernized formulas can 
only work to heap more hardship upon farmers whose prices have 
aiready been allowed to drop too low. 

The Cuarrman. Do you have in readiness for the consideration of 
the committee legislation to carry out the views that you are now 
talking about ? 

Mr. Parron. I think there have been bills introduced, have there 
not? I think one by Senator Humphrey. 

The Cuarrman. Are they before the Senate at the present ? 

Mr. Parron. Some of them. 

Mr. Baxer. There are bills by Senator Humphrey, Senator Mans- 
field, Senator Kerr. They are listed in an att: achment that we will 
submit for the record. 

The CuarrmMan. Will you give your name for the record? 

Mr. Baxer. John A. Baker. 

The Cuarrman. You are with the Farmers Union? 
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Mr. Patron. Yes; he is assistant to me. 

The CHarrMan. | know. 

Mr. Parron. We have a list here of these which I will ask to sub- 
mit for the record. 

The CHatrMAn. Do they identify the legislation ? 

Mr. Patron. Yes, sir—as to their purposes. 

The Cuatrman. That will be made a part of the record. 

Mr. Parton. I would like to file that at the end of my statement if 
I may, rather than in the middle of it. 

The Cuaman. That will be done. It will be filed at the end of 
the witness’ statement. 

Proceed. 

EVERY FARM COMMODITY IS BASIC 


Mr. Patron. Who is there among us who would be willing to say 
that the ranchers who raise cattle are not as good, some way, as those 
who market wool from sheep; that hog raisers are not as qualified 
American citizens as sugarcane and sugar beet growers? 

Who among us would be willing to assert that any commodity is 
not basic to the family that produces it to try to make a living? How 

can any of us say that wool and sugar should be supported above 
100 percent of parity but all other commodities should be relegated 
to the economic basement ? 

May I say again that what we’re talking about is what we are going 
to do as a Nation to raise farm family income substantially above 
the lamentably low level to which it has fallen and to which it is now 
expected to fall further in 1956. 

To do that we cannot confine our income protection and price-sup- 
port efforts to a small list of a few commodities. 

The Cuatrman. I think you are in error when you state that sugar 
is supported at 100 percent of parity. It may apply to some beet sugar 
but insofar as sugar from sugarcane is concerned, my recollection is 
that it is about 86. percent. 

Mr. Parron. I was using that primarily as illustrative. 

Senator Younes. I might add, too, that sugar beets are supported 
ata little bit lower level presently than cane sugar, about the same 
level, but a little bit lower. 

Mr. Parron. I think wool is 106 this year. I was using it as an 
illustration, those two commodities. 

The Caoarmrman. Would you mind questions as you go along? 

Mr. Parton. No, sir. 

The Cuatrman, As you know, many of us have taken the position 
that crops whose production cannot be curtailed or cannot be stored, 
would present a problem. We have that same old question to ask, 
how would you curtail the production of hogs and cattle? That is, 
in order to make supply meet the demand, in order to keep the prices 
stable. 

Mr. Patron. First, as a matter of policy, I do not think we should 
produce foods of any kind that are not needed.. I happen to feel 
myself that we can find ways of applying marketing quotas and other 
devices. . 

The Cuatrman. Can you be more specific? I have heard that since 
I have been on this committee for 20 years. 

Mr. Patron. I think in the case—— 
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The Cuamman. I would like to know how you—let us say in the 
butter situation, milk and its products—how could you handle that 
so the Government would not have to carry as much as it has carried 
in the past? 

The parity support was 90 percent. The support level is now 
down to 75 percent of parity and the dairy producers are producing 
more and more milk. 

For instance, this last year with supports at 75 percent parity, 
production increased almost 2 billion pounds of mliioodaagtos not 
quite that much. This year it will probably be far in excess of 
that, a banner year. 

How would you handle that? If you made it 100 percent of parity, 
how would you be able to get the farmer to curtail production so as 
to meet demand and not produce these surpluses ? 

Mr. Parron. In the first place, I think that if you had 100 percent 
of parity across the board, that you’d have a wider choice; and in 
the second place, if feed prices were up higher you would not have 
so much feed going through to livestock, both dairy and meat live- 
stock. 

Senator Anperson. What was the last? 

Mr. Patron. I say anytime you get commercial feed prices down 
you are going to start putting it through livestock. 

Senator Anperson. And if they go up higher then you would 
put less through livestock ¢ 

Mr. Parron. That is right, exactly right. 

Senator AnpErson. Would that not mean less grain consumption ? 
When you put feed grains through livestock, then you are consuming 
large quantities of the feed grains now in abundance. 

Mr. Parron. I think if you balance up your price position on the 
various commodities—one trouble is that we have the equivalents all 
out of line, as we pointed out. 

Senator Anpgerson. What I am trying to get tois this. Take wheat, 
for example. If you put 2 slices of bacon and 2 eggs in front of a 
man for breakfast, he can eat that. But the wheat equivalent is 36 
slices of bread. You would not attempt to eat 36 slices for breakfast, 
nor would I. 

Mr. Parron. I don’t happen to agree with that. I think there is 
some possibility in that, Senator. But I think the wheat farmers 
have a pretty good record of trying to bring their production into 
line. 

We voted for marketing quotas and acreage allotments two times 
in the face of falling prices. But I think I cover in my statement 
some of the points here. 

I think No. 1, we have to goat the consumption. 

The dairy people in Wisconsin, that belong to our organization, 
feel that they can set up an arrangement whereby you can bring the 
marketing quotas to bear. I do not know the technical answers to 
it. 

The Cuamman. That is what we are looking for. 

Mr. Parron. We can get their proposals in here to you. 

The Cuarrman. There is nothing that I would like onl than to see 
that the farmers get 100 percent of parity. I would like to see that 
come, but the question is, how will you do it? How will you prevent 
the accumulation of these surpluses ? 
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Mr. Parron. Well, lowering the price won’t do it. Until they go 
busted—until so many of them go busted so that they can’t produce. 
That is happening now among dairy farms. 

But I think, Mr. Chairman, that working together we can find ways. 
I believe sincerely if you had a balanced price across the board, so that 
a fellow was not running the piano keys, trying to find something 
where there was a good price, that he would make more diversified 
selection. 

But when he has to crowd everything he can into wheat because 
wheat has a good support price, or everything into another com- 
modity because it has a better price position, then you are going to 
get these bulging surpluses. ‘ 

There are farmers in Senator Young’s State who have gone to milk- 
ing cows because of the situation on feed grains and their lowered in- 
come, who normally do not go into dairy. 

The CuHarrmMan. When you say 100 percent across the board, I pre- 
sume that you want to apply that to vegetables. 

Mr. Parron. Yes. 

The Cuatrman. To watermelons. 

Mr. Parron. Yes. 

The Cuamman. Fruit production, apples. 

Mr. Parron. Yes, sir. 

The Cuamman. How would you curtail the production of those 
commodities ? 

Mr. Patron. Out in Colorado we have marketing quotas on peaches. 
For several years that has worked very successfully. We do that 
there in that particular instance by allotting to each grower so much 
of the market for a certain class of commodity, and the rest is just 
taken off the market. 

Iam sure they do that in California. 

I think in cases like that you probably would use marketing agree- 
ments, applied on the State basis rather than on a Federal basis. 

The Cuarrman. You mean use the same type of marketing agree- 
ments that are permitted in the milksheds? : 

Mr. Parron. In Colorado, in the peach industry we have special 
State legislation that sets up a peach board under general State 
supervision and they decide what percentage of the fruit, down to 
what level starting with the No. 1’s, then the No. 2’s. 

The Cuarrman. That are to be shipped and sold? 

Mr. Parton. Yes, sir; that are allowed to be sold. 

The Cuatrman. What becomes of the rest of it? 

Mr. Parron. It is disposed of. 

The Cuatrman. How? 

Mr. Patron. Well, part of it goes into charity, if there is any 
around, and the rest of it is destroyed. 

The Cratrman. Who pays the farmer for this? 

Mr. Patron. The farmer? He gets—you mean for what is given 
to charity ? 

Mr. Cuarrman. What is destroyed ? 

Mr. Parton. He gets the total price, his price for the number of 
units he markets and that is his income. ' 

The Cuatrman, Is there any difficulty in ascertaining how much 
of the crop will be sold by each farmer per year? 
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Mr. Parron. It has been in operation now, I would guess, about 10 
or 12 years. Although there are always difficulties when you get into 
human relations it seems to have worked quite well. 

The CratrmMan. We are going to look into that. I wish you would 
get a copy of the ¢ ‘olorado law, Mr. Stanton, the State law and let 
us find out how that is working. 

Mr. Parron. I think it is applied to a number of different perish- 
able commodities. 

The Cuatrman. I would like to get as much information on that 
subject as we can. We are very anxious, I know the committee is, to 
make available to the farmer all that the traffic can bear. 

I realize that unless you put the farmer on his feet, soon it might 
forebode a depression. None of us want that to happen. 

Mr. Patron. I know that. 

The Carman. That is why the last 6 months this committee has 
been very active in trying to get the information, making the tour 
over the country; and we are now engaged in trying to get a bill 
before the Congress as soon as possible so as to alleviate the situation 
which you have been complaining about. 

Mr. Parron. May I say, sir, that I think you have done a greater 
service to agriculture by holding the hearings out in the grassroots. 
We were very glad to have our grassroots members to appear rather 
than having those of us who spend all of our time at this appear. 

The CuHarrman,. We were very happy to do it. 

Proceed. 

Mr. Parron, Our provision for an adequate program must cover 
100 percent of parity income protection and price support for all the 
commodities farm families produce. 


ONE HUNDRED PERCENT OF PARITY 


If we write a correct parity price formula as a way of determining 
a fair price to farmers, let us not try to convince ourselves, or anyone 
else, that farmers, alone among the population, should be asked to 
accept some partial percentage of the fair price all of us have asserted 
in the formula to be just and right. 


PRODUCTION PAYMENTS 


As I pointed out to your committee in June 1955, the price-support- 
ing methods authorized in existing law have gross disadvantages and 
weaknesses when they must be used as the exclusive means of protection 
of farm family income. I shall not take the time of the committee 
to repeat my testimony on these. 

However, I do urge you now to include in the proposed legislation 
an authorization for the Secretary of Agriculture to use production 
payments and that you direct him to use them in workable combination 
with the price-support methods already authorized. 


MAKE PARITY PRODUCTION PAYMENTS ON 1955 HARVESTS 


Farm families suffered severely in 1955. Almost everyone else in the 
country was enjoying the highest personal and corporate incomes in 
the history'of the world. 
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I urge that you direct the Secretary of Agriculture to make parity 
level production payments on 1955 crops, and on milk, butterfat, poul- 
try, eggs, and livestock products sold in 1955. This will help to cut 
farmers in on a part of that prosperity enjoyed by others in 1955. 

Senator Scuorrren. Do you suggest retroactive payments ? 

Mr. Parron. Yes, sir. 

Senator ANDERSON. How would they be calculated ? 

Mr. Parron. Roughly, they would be calculated on the difference 
between the average market price and what parity would be. 

Senator ANDEeRsoN. You mean 100 percent of parity ? 

Mr. Parron. Yes,sir. It would cost a substantial figure. 

Senator Anprrson. Livestock products account for a large share 
of our income, 60 percent, you said. ‘That would be another two-fifths 
of the income that the farmer got added to him now. Would not that 
run into the billions of dollars? 

Mr. Patron. It would, somewhere between 4 and 5 billion dollars on. 

Senator Anperson. On livestock alone ? 

Mr. Parron. I think onthetotal. I just figured that. 

Senator AnpEerson. 10.8 against 14 or 15. 

Mr. Parron. Somewhere between 4 and 5 billion dollars. <A lot 
of that would: come back in income. 

Mr. Baxer. In 1952 prices were averaging 100 percent of parity. 
Net income was $14.9 billion for the farm families. In 1955 it is going 
to be close to 10.5 or 10.6 billion. If 100 percent of parity was a fair 
price and we were able to maintain it in 1952, everyone else’s income 
has gone up. All Mr. Patton has recommended is that farm income 
be held at the same level it was 3 years ago. Whereas the income of 
others have gone up from 13 to 37 percent. 

Senator Anprrson. I was just thinking of the legislative struggle 
it would be to pass a special bill to give $5 billion to the farmers at 
this time. 

Mr. Parron. We had carryforward and carryback provisions for 
corporations taxes to refund money. I think we might be able to pay 
out some money if we get a substantial amount back in income taxes 
that were not paid because of the low income. 

Senator Anperson. Some of use might not be hostile to the reception 
of it. I am thinking of the people voting. 

Mr. Parron. Yes, sir. 

May I proceed ? 

The CuHatmrman. Surely, proceed. 


FAMILY FARM ELIGIBILITY 


Mr. Parron. The maximum eligibility of any one family unit for 
Federal farm income protection and price supports should be limited 
to the maximum production of a fully adequate family farm, with the 
upper limit defined as a farm unit of not greater than a size where an 
average operator family performs the bulk of the labor and manage- 
ment required for production. 

The limitation should not be set so low that any bona fide family 
farm is excluded from full eligibility for 100 percent of parity income 
protection and price supports. Nor should it be set so high that unfair 
competition against family farms by industrial agricultural produc- 
tion units is encouraged. 
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Any farm unit operated by a family or a group of two or more 
families, including industrialized units, should be eligible for 100 
percent of parity income protection and price support on all the com- 
modities they produce up to the specified limit for each family or farm 
unit. 

The Cuarman. Would you tell us what that limit is, what you have 
in mind? 

Mr. Parron. We have felt, roughly— and it would have to be cal- 
culated, I suppose, on each type of farm production—somewhere not 
lower probably than $25,000 gross, and probably not higher than 

$35,000 gross. I will admit that is just a very rough figure. 

When we proposed this same type of thing in 1949, I think we used 
the unit basis, Senator, of 5,000 units of w heat or its equivalent in other 
commodities. 

The Cuatrman. Would your objective be to increase or encourage 
more farmers to come back on the farm? Would that not be your 
primary idea ? 

Mr. Patron. Our first objective would be to make it more possible 
for the family farmer who is now on the land, especially the younger 
men to stay on the land, and to the extent that there was need, if there 
need be, at sometime—and I think there will be, with the average age 
of farmers where it is, that it would be encouraging to the farm family 
or those who wished to engage in family agr iculture to come back to 
the farm. 

The Cuatrman. As to farming units, such as we have now in many 
States, it would be your plan to deny them any kind of price supports 
whatever ? 

Mr. Parron. No. 

The CuarrmMan. What would you do about that? 

Mr. Parron. Up to the $25,000 or $30,000, whatever Congress said, 
any unit, regardless of what size it was or what type of operation, 
would be eligible. I would not support a proposal to deny supports to 
one farmer, even though he might be an industrial or absentee, farmer. 

I think they all ought to be treated up to that limit on the same basis. 

The Cuamman. Yes; but about that? 

Mr. Parron. And I would cut it off. 

The Cuatrman. Cut it off altogether ? 

Mr. Parron. Yes. There are those who propose a graduation. I 
personally feel that would be a step in the right direction as long as 
the graduation was sharp enough on the large end, that is, on the 
larger producers. 

In other words, what I am saying, I personally would not oppose 
or object to a graduation. I feel probably the direct cutoff is the 
cleanest way to do it. 

There are those who have some very good ideas. 

The Cuarrman. What would be the consequence, sir, if you did that? 
Would it not be destructive of a lot of these large farm units? 

Mr. Patron. I do not think percentagewise there is a large number 
of thesp. I think about 2 percent of the farms, the large units have 
about 25 percent of the production. 

The Cuatrman. I was reading some figures somewhere, where 40 
percent of the farmers produce 80 percent of the food. Did you ever 
hear those figures? 
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Mr. Parron. As I recall in money terms, about 25 percent of the 
agricultural income is produced on 2 percent of the big farms. They 
produce about that. ) 

The CHamman. What would you do with those farms? Would 
it be your idea to make it so that they could not make a go of it? 

Mr. Parron. No; but they are always talking about how eflicient 
they are. I would give them a chance to try this efficiency that they 
seem to be so in love with. 

Senator ANpEeRsoN. We were discussing the other day the large pro- 
ducer of cotton. Obviously, he would not be eligible for price support. 

Mr. Parrerson. Above a certain amount. 

Senator Anperson. You cannot penalize him if he sells his cotton 
below the price level. 

Anderson, Clayton, Delta, Mississippi, ete., would you allow them 
to market their cotton at any price they wanted to? 

Mr. Parron. Unless—— 

Senator ANDERSON. You would have to, would you not ? 

Mr. Parron. Unless you had soil conservation and other devices. 

Senator Anperson. Would it tend then to require the rest of the 
cotton to move under the loan? 

Mr. Parron. I think probably—Well, sir, it would, but I would 
think that eventually—and I didn’t intend to get into this—we are 
going to need to put cotton partially on production payments if we 
are going to meet the world situation. 

Senator Anperson. But at home, here is a man who has complied 
with the regulations, he has a family-sized farm, he wants to market 
his cotton, and he goes to sell it on the market and they say, “No, no, 
Delta did not get any price support. It is selling it for half a cent 
less than you take for your cotton.” 

So he puts his cotton into the loan, does he not ? 

Mr. Parron. I believe, Senator, that if you had an adequate con- 
servation acreage reserve and the other elements of the program that 
we are talking ‘about and other people are talking about, you would 
come fairly well into balance in marketing, particularly if we move 
on and get some international agreements on cotton. 

In other words, I don’t think if we balance this production up as 
has been proposed and as we are proposing that a few big producers 
are going to have enough to market, that you are going to get into 
any very severe difficulty. 

Senator Anperson. I wanted to clear up a point. This is not the 
first time this family farm eligibility has been brought up—— 

Mr. Parron. That is right. 

Senator Anperson. I have never been able to get an answer defi- 
nitely before and I would appreciate it this morning. 

If a man had too much production to qualify, you would let him 
sell that production in the open market any time he wanted ? 

Mr. Parron. Yes, sir. 

Senator Anperson. Thereby establishing an increase of corpora- 
tion farming. 

Mr. Parton. No; I do not think it would. 

Senator Anperson. All he has to do is to cut half a cent under the 
pee and he sells all of his stuff and the rest of it all goes into the 
oan. 


64440—56—pt. 810 





3430 PRICE-SUPPORT PROGRAM 


Mr. Parron. My point is that he isn’t going to have enough to sell. 
I think that if you use production payments you can let it go, all of 
it, into the market. 

The Carman. What do you mean he would not have enough to 
sell—the big farmer ? 

Mr. Parron. To keep the market completely filled, particularly if 
you used partial price support and production payments, you are 
going to move it into the market. 

Senator Hickentoorer. Just to clear up a matter I have in mind, 
I did not hear distinctly. I was reading here a moment ago. 

Did I understand you to say that your calculations on the family 
sized farm, the average family-sized farm, you calculated something 
on the basis of $25,000 or $30,000 sales ? 

Mr. Parron. That is the last figure that we worked on. As I said, 
Senator, in 1949 we used,a unit basis rather than a dollar-volume 
basis which I think is better. 

Senator HickeN Looper. Just to test that a little, I do not know 
anything about family-sized farms except in my own State where they 
will run something over 160 acres. We call that the average. It is 
something like 168 or 169 acres, something like that. 

Just on a rough calculation, I do not see how even at parity, full 
parity prices, there can be sold on that farm much over $10,000 or 
$11,000 gross product. In specialized instances, perhaps a man takes 
160 acres and he just loads it with hogs and cattle and nothing else 
and is able to buy cheap corn someplace else and does not crop it, he 
might increase that somewhat. 

But if on that family-sized farm he produced 3,000 bushels of corn, 
roughly, at a dollar and a half a bushel, that would be, say, $4,500 or 
make it $5,000. ‘That is the value of the corn. 

Suppose he produced 1,200 or 1,300 bushels of beans on that farm, 
at roughly $2 or $2.20, whatever you want to figure—make it easy and 
take it at $2—that would be $2,400. Add $600 and let us say it is 
$3,000. That is $8,000. 

Suppose he sold $100 worth of milk every month from that farm. 
You add that up and that is about $9,200. Outside of chicken or eggs 
or something of that kind, those would encompass his sales. 

His success in feeding meat animals might up that somewhat, de- 
pending on the market conditions and favorable feeding conditions. 

I frankly do not see how you can gross on the average on our farms 
out our way—I am not talking about the unusual or the specialized 
farm—more than $10,000 or $12,000 off of that family-sized unit. 

It might be the averages over the United States on other so-called 
family-sized farms might vary that much but the figure you have of 
$25,000 or $35,000, it struck me as one I could not reconcile. 

Mr. Parron. Let me say that I prefer not to use the dollar figure. 
I think the unit basis is more accurate. 

Senator Hicken.oorer. I think it is more realistic. 

Mr. Parton. Or more realistic. I just asked for a guess and that 
is what I was putting on it. 

In the case you describe the farmer would be protected at 100 per- 
cent of parity for all of his production, whether that was $10,000 or 
$12,000 worth because he would have that. 
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Senator Hickentoorer. That would go to the question of how much 
money it would cost and so forth. 

Mr. Patron. Yes. 

Senator Tuyr. Mr. Chairman, I find myself with a commitment 
that takes me away for about an hour and that is unfortunate because 
I would like to stay here for the morning’s hearing. I must leave, and 
that is why I would like to ask a question at this time. 

I understood you to say that you would rather, that is, you preferred 
a ceiling rather than any flexibility in the supports, depending on 
the size of the commodity loan. 

Mr. Patron. Yes; that is my personal preference. I should point 
out, however, that in our last convention both types, I think, were 
approved by our people. 

I expressed a personal matter when I said I thought it was a little 
cleaner to cut it off at a point but I think the other is perfectly work- 
able and good. 

Senator Ture. I am glad to hear you say that it might possibly 
be workable. We have not had any experience in that particular 
method. We have not had any experience in administrative opera- 
tions, if we had a cutoff. 

I think Senator Anderson has a very valid point that you might 
have the producer selling, and that would be true under a variable 
system of a higher percentage of parity on a small commodity loan to 
a lower parity payment on the large loan. But the thing that con- 
cerns me is the small operator, who cannot afford the big power units 
that are more efficient in their operation and who cannot possibly 
compete with the man who can put a diesel-powered tractor out to 
till his land. The small operator cannot, with his little unit, be com- 
pensated for the man-hours that he puts in, in comparison with the big 
operator. 

So, therefore, I would give a great deal of study to the question of 
how we can perfect our support program so that the Treasury does 
not underwrite the risks of the big operator who finds it desirable to 
increase his investment in an agriculture enterprise because his re- 
turns are greater than if he invested in bonds or stocks. Right now 
he is positively certain of having whatever parity the Government 
affords him on his production which he offers for commodity loan. 

The Government as not underwrite except in crop insurance, but 
if the large operator has a crop to offer, he does not have to speculate 
on the market beyond that commodity loan. 

Therefore, the Treasury is actually underwriting the risks of his 
operations. In addition, we are putting this man, who has this cer- 
tainty of his investment, in competition with the family man who 
borrowed $10,000 and bought some high-priced machines and the first 
year’s feed necessary to carry him through until he grew his own 
crop—you find any number of those young farmers across the country- 
side. You are throwing him in competition with this big operator, 
and he cannot survive. 

Mr. Patron. That is true. 

Senator Ture. I saw some sales last fall. The good cows in that 
man’s herd were bought up by the dairymen in that neighborhood. 
The culls oceasionally would go into a poorer herd, but most of them 
went to the yards to be sold as canners. 
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His best machinery was picked up by an operator that could afford 
to buy it. 

The farm was cash rented or was farmed more intensively than 
under the little family unit. Some poor unfortunate family ‘moved 
into that house. No repairs would ever be made, and in due time the 
place would either fall down of its own accord or a windstorm would 
take it, and it would be wiped out. No little farm family would live 
in that area of the township or community after that. 

That is what L recognize. I see the trend, and you see it. 

Mr. Parron. That is very fundamental. 

Senator Tuyr. And unless you and I protect that family unit, 10, 
15 years from now he will not be there. 

You have destroyed the very thing that has made this America the 
kind of a country it is because of the individualism that we have in 
every community. That is what I see and for that reason I put that 
bill in. 

Mr. Patron. I wholeheartedly agree with what you said about the 
family farm and what is happening. I think income is the keystone. 
The thing that you talked about the other day in the executive session 
is also of vital importance e. The young fellow on the family farm, if 
he is going to stay in business, in addition to an adequate price-support 
program they have to have an adequate credit program so that they 
will have the same bargaining power in the money market that the big 
corporation has. 

Senator Tuyr. Yes, sir. 

In closing this thought out, I believe that in due time, with proper 
soil-conservation practices and a reduction in our total farm plant op- 
eration, that we can bring our production in line and we can have 
parity at the market place. 

You do not have it today. You cannot get it tomorrow. You can- 
not hope to have it until you have reduced your surpluses to a point 
where your market rises to a level. 

Therefore, we have to think about what our supports are for the 
immediate future, or otherwise you are going to see some young fel- 
lows sold out in the course of the next 12 months, in my humble opinion. 

So, Mr. Chairman, I regret exceedingly that I have to leave this 
committee hearing at this time. 


PRICE REPORTS AND INCOME PROTECTION FOR FARM TIMBER PRODUCTS 


Mr. Parton. A significant share of the family income of farm op- 
erating families in a large geographical crescent extending from Min- 
nesota through Wisconsin, New England, New York, Pennsylvania, 
Maryland, Virginia, the great Southeast, and extending into Louisi- 
ana, "Arkansas, Missouri, and eastern Texas and Okiahome 3 is derived 
from the cutting, hauling, and sale of farm forest products. 

As things stand today these farms are required to sell their timber 

and its products into a larger monopolistic market that has been 
very largely insulated from supply-and-demand forces. 

The Department of Agriculture does not now publish price reports 
on these important farm timber products as it does on wheat, cotton, 
corn, cattle, and hundreds of other farm-produced commodities. 

I recommend that you authorize and direct the periodic gathering, 

tabulation, and publication of accurate price reports on farm timber 
products. 
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To provide a source of income protection for that part of farmer’s 
income derived from timber and its products, I recommend that the 
legislation relating to agricultural marketing argeements and orders 
be amended to authorize their use by farmers who sell timber products 
harvested from their farms. 


EXPANDED HUMAN CONSUMPTION OF FARM ABUNDANCE 


Just as the needs and opportunities of our times demand the repeal 
of Adam Smith ideas of the so-called free market for farm commodi- 
ties, so do they call for the repeal of John Smith ideas of who shall 
have enough to eat and wear. 

We are living in an age of plenty. We should not, and we need not, 
allow the condition to continue where over 6 million families and 2 
million individuals, unattached to a family are unable, because of lack 
of income, to buy all the food they need for good nutrition or enough 
fiber products for an adequate standard of living. 

To remedy this situation and to augment the money demand for 
farm commodities, I strongly urge the adoption of the following 
direct-action consumption-expanding programs: 

Adoption of a nationwide food allotment stamp plan along the 
lines of pending food allotment and food certificate bills. 

Expansion to all schools of the national school lunch program now 
serving less than one-third of the schools; and doubling of the average 
Federal contribution per pupil per day. 

Improvement and expansion of the fluid milk for schoolchildren 
program to provide free at least 2 half-pints of milk per child per 


day and pay local school district administrative costs. 
Adoption of a credit program to encourage modernization and im- 
provement of dees farm commodity terminal markets along lines 


of a pending bill that has been referred to your committee. 
Adequate nutrition standards for the Armed Forces and veterans’ 

hospital, penal institutions, hospitals, and other public and private 

nonprofit agencies by means of commodity donation or food subsidies. 


EXPAND EXPORTS 


Much of the proposed legislation required to greatly expand ex- 
ports of farm commodities is under consideration by the Senate Com- 
mittee on Foreign Relations. Therefore, I shall confine by statement 
here to those phases that come under the cognizance of your committee. 

We continue to urge the renewal and expansion of both the funds 
and purposes of the Agricultural Trade Development and Assistance 
Act. The appropriation authorized for title I (soft-currency sales) 
should be raised to at least $1 billion per year with the appropriation 
under title II (for donations) raised to at least $600 million per year. 

The purposes for which soft currencies and donations of commodi- 
ties may be made should be expanded to include their use to promote 
and facilitate the establishment of nationwide systems of universal 
bs general and vocational education in countries not now having 
them. et 

The Administrator of the International Cooperation Administra- 
tion has stated that illiteracy and low educational standards are major 
handicapping factors against more rapid economic development and 
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higher living standards in many areas of the world. I know this 
to be true from my own studies and observations in many of these 
countries, 


RENEW AND EXPAND BRUCELLOSIS INDEMNITY PROGRAM 


The existing brucellosis indemnity program should be expanded 
and its termination date extended. The full burden of rapid elimina- 
tion of this disease should not fall upon milk and butterfat producers 
whose family incomes have already been cut nearly in half by sliding 
scale price-support policies, 

The Cuatrrman. In the recommendation that you made on page 10, 
including “expand exports,” and so forth 

Mr. Parron. Yes, sir. 

The CHarRMAN (continuing). Down to where you are now- 

Mr. Parron. Yes, sir. 

The Cuatrman. Is it your suggestion that these steps be taken so 
as to dispose of our present surpluses? 

Mr. Parron. To help. 

The Cuarrman. You would not let the Government continue that 
and produce food to do that? 

Mr. Parron. I would use the foods we now have on hand—it is in 
relation to them. 

The Cuarrman. It is primarily to dispose of the surpluses that we 
now have? 

Mr. Patron. Yes. 

The Cuatrman. You would not want to carry that on through? 

Mr. Parron. I do feel, Senator Ellender, that as I said in the execu- 
tive session the other day, one of these days we should find a way of 
hammering out a food policy which would have two primary facets: 
What level or standard of nutrition we want the people of this country 
to have and to shoot for; and, secondly, our food disposal should be- 
come an integrated part of our foreign policy. 

In other words, I believe very sincerely that instead of looking upon 
school lunch and school milk as just a surplus-disposal device— 

The Cuarrman. That is all right as to what you have just men- 
tioned. You have covered a lot more territory. 

Mr. Parron. Yes, sir. 

The Cuatrman. I well understand that. I fathered the school- 
lunch program. 

Mr. Patron. I know you did. 

The Crairman. I have been for it all of the time. What I had in 
mind was these foreign aid programs here, where you are going to 
increase it $600 million—that would apply, I presume, solely as an 
effort to dispose of our present surpluses. 

Mr. Parron. Yes, that would certainly be it. 

The Cuarmman. All right, proceed. I just wanted to clear the 
record on that point. 

Mr. Parron. Recommends conservation acreage reserve: We are 
opposed to the soil bank as recommended by President Eisenhower 
and as explained by Secretary of Agriculture Benson. 

First, we do not believe that production and marketing contrels of 
any kind should be used to reduce carryover. Existing supplies of 
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any commodity should be placed in a national safety reserve com- 
pletely insulated from any effect upon prices in the market. 

Planned current production for any year should not be set that 
year below expected domestic consumption and exports, augmented by 
programs mentioned earlier, that will return parity rewards to farm- 
ers in a full employment economy. 

Secondly, phase 1 of the soil bank is not designed to improve farm 
prices and income but will aid only in selling a part of Commodity 
Credit Corporation owned stocks at bargain basement prices into the 
usual channels of trade. 

As far as being a program to help farmers’ income, phase 1 of the 
soil bank is nothing more than a wheel-spinning exercise in futility. 
This is true whether the scope of the program is a dollar a year or 
$3 billion a year. The farmer agrees not to produce a bushel of 
wheat or a bale of cotton and Mr. Benson takes a bushel or bale out 
of his stock and sells it. 

Third, phase 2 of the soil bank proposed by President Eisenhower 
is only one-third as large as it needs to be if it is to be effective in 
helping to raise farm family income. 

In addition to the vast conservation values, the major farm income 
benefit of the conservation acreage reserve introduced by Senator 
Humphrey in the Senate and by several Representatives on the House 
side and approved by National Farmers Union is: that for each 1 
percent reduction in total United States farm production that the 
plan is effective in bringing about, the 1 percent cut will have a ten- 
dency to raise prices received by farmers by about 6 percent. 

Prices received by farmers in December 1955 in a full employment 
economy would have to be raised by 25 percent to put them where they 
ought to be. This indicates a needed production cut in 1956 of at 
least 4 percent from 1955. 

To obtain this size cut in marketings would probably require an 
acreage drop in the neighborhood of 8 percent. To do this would 
mean that about 30 million acres of cropland and an equal acreage 
of pasture should be placed into a conservation acreage reserve and 
not used for commercial production in 1956. This is a total of 60 
million acres instead of the 25 million proposed by the administration. 

The administration’s soil bank phase 2 proposal apparently contem- 
plates an average per acre payment of only $14 ($350 million divided 
by 25 million acres). 

In our opinion, this proposed payment is too low to effectuate the 
purposes of the voluntary conservation acreage reserve we have 
proposed. 

Secretary Benson agreed before the committee last week that the 
per acre payments should equal slightly more than the net income 
per acre the family could earn by using that acre for commercial 
production. His statement omitted land ownership costs, taxes, and 
other land charges which would have to be covered by the payment 
in addition to net income. 

And in addition, Seeretary Benson’s statement left unsaid a very 
important consideration. The main question is “the net income to be 
covered in that earnable at what level of parity?”—The present low 
60-80 percent of parity to which farm prices have been allowed to 
drop or at the 100 percent of parity level where they ought to be? 
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Obviously, the difference is quite important to farmers’ net income. 
The difference is of more than 40 percent in the size of payment per 
acre. 

We fully support the recommendations (1) that the conservation 
acreage reserve be completely voluntary, and not crosscompliance in 
disguise; (2) that adequate protection for tenant operators be incorpo- 
rated in the program. 

This we feel should take the form of requiring that the reserve con- 
tracts be made between the Secretary of Agriculture and the farm op- 
erator whether he be owner or tenant. The tenant can then make his 
customary deal with his landlord. No landlord would be eligible to 
participate who had reduced the number of tenants on land owned by 
him. 

And (3) the prohibition of haying and grazing on reserve acres to 
forestall the development of new competition against milk producers 
and cattle raisers whose incomes are already much too low. Aug- 
mented payments for small and low income farmers should be incor- 
porated in the legislation. 

Moreover, completely adequate criteria should be written into the 
legislation to provide full protection to consumers from misuse of the 
device to bring about artificial food scarcities. 

Taking these considerations into account, we recommend that phase 
1 of the soil bank not be enacted and that phase 2 be improved and 
expanded into a fully effective voluntary conservation acreage reserve. 

Our current calculations indicate a need for $1 billion for conserva- 
tion award payments and $500 million for the augmented ACP pro- 
gram or a total of $1.5 billion per year. 

My recommendation is for about $100 million less Government ex- 
penditures than the administration’s total figure. But it will be at 
least three times as effective, in my opinion, in raising farm family 
net income. 

And concern for raising farm net income, gentlemen, is the main 
reason we are here today. 

I appreciate your courtesy in having listened so attentively to my 
statement. I hope you will seriously consider and adopt the sugges- 
tions we have made. I have not covered in this statement the vitally 
important matter of the need to establish a yardstick family farm 
credit agency. 

I have here a brief summary of National Farmers Union compre- 
hensive full parity family farm income protection program which I 
ask permission to place into the record at this point in my statement. 
I shall be most happy to discuss further with you any phase or ques- 
tion of the farm income problem you desire. 

I would like to put that summary in the record. 

The Cuatrman. That will be done. 

Mr. Parron. I also have here a brief statement from our president 
in Minnesota, Mr. Edwin Christianson, which he asked me to ask 
permission to have filed in the record. 

The Cuarrman. Without objection, it will be filed. 

(The summary and the statement are as follows:) 
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SUMMARY OF NATIONAL FARMERS UNION Futt Parity FAMILY FARM INCOME 
PROTECTION PROGRAM 


I. Specific income protection and fair trade for farmers. 

1. Enactment of mandatory income protection of family farm production 
of all farm commodities at 100 percent of a fair parity, by means of produc- 
tion payments in workable combinations with price support loans, purchase 
agreements and purchases (S. 1991, Humphrey ; 1175, Mansfield ; 625, Kerr). 
Effective for 1955 harvest and sales. 

2. Revitalize and expand Federal crop insurance programs (8. 1852, 
Humphrey, Kerr, Monroney, Sparkman). 

3. Price reports for farm timber products (S. 2105, Humphrey, Neuberger, 
Sparkman). 


. Expand domestic and foreign human use and demand for farm commodities. 


1. National food allotment stamp plan (S. 45, Aiken, Young, Humphrey ; 
or S. 627, Clements, Kerr, and others). 

. Expand school lunch program to all schools. 

38. Federal financing of fluid milk for school children (S. 2121, Humphrey). 

4. Credit program to encourage improvement of terminal markets for 
perishable farm commodities (S. 1075, Humphrey). 

5. Better terminal market inspection of perishables (H. R. 5337) 

6. Provide more nearly adequate nutrition standards for public institu- 
tions (Armed Forces, Veterans’ Administration, State institutions). 

7. Expand and extend duration of Agricultural Trade Development and 
Assistance Act. 

8. Additional international commodity agreements, including improve- 
ment and renewal of international wheat and sugar agreements. 

9. International food and raw materials reserve (S. Res. 85 and 86, Scott, 
Humphrey, Murray, and others). 

10. Expand point-4 program of assisting free world economie growth. 

11. Continue and use Reciprocal Trade Agreements Act. Pass customs 
simplification. 

12. Trade adjustment aids to United States industries, communities, work- 
ers, and farmers injured by tariff and import quota reductions (8S. 751, 
Humphrey ). 

. Keeping market supply in balance with augmented demand. 

1. Establish adequate voluntary conservation acreage reserve (S. 1396, 
Humphrey). 

2. Improve marketing quota legislation and extend privilege for all farm 
commodities. 

3. Revise and extend privilege for marketing agreements and orders to all 
commodities including timber products. 


IV. Establishment of a “yardstick” Family Farm Loan Agency by expanding 
loan authorizations and appropriations for Farmers Home Administration 
(S. 2106, Humphrey, Kerr; S. 1199, Sparkman and Kefauver; and 8S. 634, 
Kerr and Monroney ). 


V. Reestablish authority of farmer committees (S. 544, Humphrey). 
VI. Expand and extend brucellosis eradication indemnity program. 


STATEMENT FILED BY EDWIN CHRISTIANSON, PRESIDENT, MINNESOTA FARMERS 
UNION, ST. PAUL, MINN, 


Developments since the visit of the Senate committee to Minnesota in October 
make it important to register the position of the more than 35,000 farm families 
of the Minnesota Farmers Union and to analyze the proposals of the President’s 
agricultural message in the light of the policy of our organization. 

Just a few days before the Senate hearing at Worthington and prior to Secre- 
tary Benson’s visit to Moorhead, Minn., I informed him of my fears that a pork 
surplus removal program would not be adequate. 

In my communication, a copy of which is attached, I warned that a limited 
program such as he was contemplating might not even be able to halt the drop in 
hog prices much less rally the market price. 





3438 PRICE-SUPPORT PROGRAM 


I suggested that Secretary Benson should use all available section 32 funds in 
the form of direct payments to farmers during the peak marketing season. | 
indicated the clear authority in the section 32 law for use of direct payments to 
farmers and pointed out that the use of the funds in direct payments would be a 
substantial help. It appeared that he had about $114 million available for use 
in any single commodity. 

Mr. Benson did not deny that he had both the funds and the necessary authority 
to use direct payments, but commented in the press that farmers did not want 
a dole. 

He persisted in his announced $85 million surplus removal program. To this 
date, according to the best information available, he had used only about $15 
million and his efforts have been very ineffective. Hog prices continued to fall 
and eventually reached a low about $3 lower than when he launched his program. 

Recognition is now growing inside the Congress and out that the surplus 
removal is of negligible benefit to the producer and that it serves mainly as a 
bonus to the packer for taking the farmer’s products at a disaster price. 

There is growing support now for a direct-payment program on hogs as shown 
by several proposals now being made. However, new legislation is needed only 
because of the unwillingness of the administration to use existing authority. 

Without a single particle of new legislation the administration could use 
several hundred millions in hog support and pork purchase measures. The fact 
that they do not do so, indicates the need for the Congress to make provisions 
for a mandatory program of hog payments to assure at least a 90-percent market 
level. 

A recent issue of the Wallace’s Farmers, published in the heart of the Corn- 
Hog Belt, reported a poll of farmers on the merits of using direct payments or 
surplus removal measures. 

Results of the poll showed that three-fourths of the farmers favored use of 
direct payments, with some undecided and only a very small percentage in favor 
of the surplus removal system. 

Support of the direct-payments system was uniformly high irrespective of 
the political or farm organization affiliation of the farmers responding in the 
poll. 

I think that one factor that has been overlooked in the discussion of the hog 
situation is that we do not have a particularly large surplus of hogs. The 
marketings for the year 1955 will not be very much larger than for the previous 
10-year period. 

I believe that in addition to any support measures which might be adopted 
for price protection on hogs or beef, it would be extremely helpful in promoting 
orderly marketing for the Secretary to be authorized and provided with funds 
to make incentive payments to encourage marketing of hogs and beef at prime 
weights. 

For example, the use of a premium of $2 to $3 per hundredweight on hogs 
which are marketed at 200 pounds or under, would bring many animals to 
market at these lighter weights. 

Through use of such payments, the Secretary could forestall glutted markets 
by bringing the animals to market at lighter weights. With such payments the 
farmer would be better off to market lighter hogs. 

Marketing of hogs at weights under 200 pounds would mean a better product 
on the market and would give the consumer the equivalent of a meat-type hog. 

If such a program resulted in the reduction of the average weight of hogs 
coming to market by 50 pounds, it would make a very sizable reduction in our 
meat stocks. (The average Minnesota hog goes to market at 250 pounds. An 
incentive program, if fully effective, therefore, could reduce the pork production 
by 20 percent in a single season—and we have a surplus today of less than 
5 percent. ) 

The advantage of a premium type of incentive program would be that it 
would keep up our productive capacity. We would have the hogs available 
to meet the demands for food. If a possible surplus was looming, the incentive 
program could draw the hogs to market at lighter weights. If there was a 
shortage the premium incentive could be dropped and the hogs would be fed to 
heavier weights and would thus increase the meat volume. 

Beef supplies could be regulated in the same manner. 

Hogs and beef are only two of the problems which fail to be dealt with in an 
adequate way in the President’s agricultural message. 

There is no direct attack upon the problem of low prices. And a farm bill 
which does not go to the roots of the trouble—low prices—will not be effective 
in stopping the downward trend in farm prices and income. 
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There is no provision to improve the price levels on wheat and corn, on the 
feed and oil-seed grains, on dairy products, beef, eggs, or poultry. 

There is no move to improve the parity yardstick either by going back to 
the old parity on basic commodities or to develop a new, higher, and more realistic 
formula. 

The delegates to the Minnesota Farmers Union convention in mid-November 
pointed out that a conservation acreage reserve program is important but that 
it would be effective only as a supplement to a price program of 90 to 100 percent 
of parity, not as a substitute for such a program. 

A soil bank does not do anything directly to raise the price levels in the market 

place. 
7 Even if the soil-bank payments were sufficient to compensate farmers for the 
loss of income from the diverted acres, these payments would in no way solve the 
problem of the low prices which would be in effect upen the crops which the 
farmer does produce on his remaining acreage. 

A soil-bank program, no matter how good it is, will not halt the downward 
price trend this year or next as long as it is tied to the flexible support system. 

The soil conservation payment programs of 1936 to 19388 were worthwhile as a 
national investment in building soil fertility but they did not appreciably cut 
production or improve farm prices. 

The experience of those years, clearly indicates that soil banks will not be 
effective in limiting production unless the program is tied to at least a 90-percent 
price program. If low prices are permitted to exist, they will exert pressure 
toward increasing production and thus nullify by use of more fertilizer and 
intensive cultivation whatever cutback there may have been in acreage. 

Besides the land-bank program, there are several good proposals made in the 
President’s agricultural message. Among them are the idea of putting a limit 
on the price supports available to any one producer, the idea of extending the 
noncommercial wheat area, the suggestion to put crop controls on a unit basis 
instead of on acreage, and the proposed refund of Federal gasoline tax on gasoline 
used for nonhighway purposes on the farm and extending of the Sugar Act and 
the International Wheat Agreement. 

However, taken all together, it is only half a program. It needs to be tied 
together with a comprehensive program of price supports on all the major 
commodities. 

On the other hand there are some disturbing features. e 

The option of taking the soil-bank payment either in cash or in grain is one of 
them. Of course, whether farmers would avail themselves of that opportunity 
would depend upon how the price compared with the open market price. How- 
ever, if a large number of farmers did take their payments in grain, this fact 
would tend to defeat the purpose of the cutback. There would be roughly as 
much grain in circulation and on the market as if the grain had been produced 
on the acres involved in the soil bank. 

Perhaps the most dangerous proposal is that of removing corn from the category 
of basic crops and making its support discretionary with the Secretary of Agri- 
culture. 

Corn is the balance wheel of the entire livestock economy. Unless there is a 
firm price floor under corn at 90 percent of parity or higher, there are likely to be 
serious repercussions in the markets for the perishable items. 

If corn is to get the same kind of treatment as oats, rye, and barley, then the 
outlook is bleak indeed. 

The surest way to weaken the general price level for farm products is to 
allow the corn price to break. 

Our experience with livestock prices resulting from cheap feed this year 
should be enough to deter us from any more ventures in that line. 

An idea which has some merit is the proposals for support differentials 
according to quality. However, there are dangers here too if it is spelled out 
loosely and subject to too much leeway by the administrator. 

There is some justification for discouraging production of varieties with poor 
milling and baking qualities. However, the details of the plans for quality 
differentials has not been revealed and therefore cannot be evaluated. 

However, it is important that the support must be based upon a floor of 
90 percent of parity with only a small differential for grade or quality. The 
bulk of the crop must be supported at or very near to 90 percent of parity 
otherwise the support program will not be effective. 

If too great a differential is made, or if too much is left to the Secretary to 
establish, the result may easily be that the bulk of the crop will go at price levels 
substantially lower than 90 percent. 
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As in the flexible support system, a system operated through quality differen- 
tials could very well work out in a way that the bottom figure of a 60 to 9 
agg range would be the one that does the supporting, rather than the top 

gure. 

Minnesota’s average prices received by farmers on November 15, 1955, were 
as follows: 

Percent Percent 
Soybeans 
All milk, wholesale 
Beef cattle 
Hogs 
Kegs 


With such a situation in effect it would be disastrous for the Congress to 
adopt a farm law which would go no further than the President’s proposals in 
seeking to rally farm prices and income. 

The basic components of the 1956 Farm Act should be: 

Return to 90 percent supports on basic commodities with action to continue 
use of the old parity formula on these items. 

Establishment of minimum 90 percent supports on the feed and oil-seed 
grains, 

Establishment of a 90 percent support system on dairy products operated 
through production payments to the farmer on the whole milk. 

Establishment of measures to assure 90 percent of parity returns on hogs, 
beef, eggs and poultry, providing specific authority for use of direct payments 
as a support measure, premium payments to encourage marketing of hogs and 
beef at prime weights, along with present surplus removal authority. 

Provision for a conservation acreage reserve with benefit payments sizable 
enough to compensate for the loss of income due to diversion of the acreage. 


OCTOBER 27, 1955. 
Hon. Ezra Tart BENSON, 
Secretary of Agriculture, 
. United States Department of Agriculture, 
Washington, D.C. 

It is very evident already that hog farmers are adopting a wait-and-see attitude. 
Hog marketings at South Saint Paul have dropped from a high of 23,000 o: 
October 25 to 16,000 on Wednesday and 12,000 today. Obviously farmers are 
waiting for the buying program to be put into action to see what its effect 
will be. 

If buying is delayed for any length of time, these hogs will unnecessarily build 
up in weight and numbers and there may be a rush for the market in mid- 
November or December which could break the market in spite of whatever 
you can do with a pork-buying program of such a limited nature as you have 
already announced, 

We hope that in your appearance at Moorhead on Friday, October 28 you will 
be able to give some new assurance to midwest farmers that the downward hog 
price trend will be reversed. 

We note that you have expressed doubts that the expenditure of $85 millions 
in the next 10 months will do more than hold the present price level on hogs, if 
even that much. 

We would agree that the use of pork purchases may not do very much to 
rally prices. 

Of course, it is important to stop the hog price decline. But it is more im- 
portant to rally the price, because the farmers will be in serious difficulty if 
prices are allowed to level off at about the $12 figure. 

We believe that you should concentrate your efforts on activities which will 
bolster prices in the next 2 months in order to get the hog producer through this 
emergency until Congress can convene and act. The available money should be 
used now, not spread out thinly over a 10-month period. 

If you have doubts that very little of the $85 million spent in buying pork 
products will trickle down inte the hands of the farmer, then why not use 
a more direct method? 

We believe you have authority under paragraph 8 of section 32 to use tariff 
funds to “reestablish farmer’s purchasing power by making payment in con- 
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nection with the normal production of any agricultural commodity for domestic 
consumption.” This authority could be applied to hog production because the 
hogs coming to market in 1955 will be very near to normal. The marketings will 
be up from the low point of 1954, but compared with the 10-year average of 
marketings from 1944 to 19538, the 1955 hog surplus amounts to only 1 or 2 
percent more than normal. 

' While there is no authority for a permanent program of direct payments in the 
agricultural acts of 1949 or 1954, there seems to be unmistakable authority and 
precedent for a temporary program under the section 32 law, which is the same 
authority under which the pork-buying program is contemplated. 

As closely as we can determine, there are about $117 millions in section 32 funds 
which could be used for pork purchases or hog payments in the balance of this 
fiscal year. I would recommend that this money be used in the next 2 or 3 
months. 

Using this money for direct payments to farmers would enable you to increase 
the farmer’s return by about $8 to $3.50 per hundredweight. Under a pork-buying 
plan, it is probable the action would result in only a negligible gain. 

In other words, using the money in direct payments could mean that the 
farmer would get ten times the benefit from the money spent as compared with 
a surplus pork-buying program. There is a substantial difference in these ad- 
ministrative alternatives as to whether the benefit will go to the packer or to 
the farmer. 

It is important that action be taken quickly to insure that hogs come to market 
in an orderly fashion and at the most favorable weights. 

We believe that orderly marketing would be promoted if you would announce 
tomorrow that whatever program is launched would be effective November 1 
or retroactive to some earlier date, so that farmers would be able to send their 
hogs to market when they are at prime weights and with the assurance that they 
will not miss out on any of the benefits of the support measures. 

The use of section 32 funds for direct hog payments to farmers could be 
handled through the ASC committees with comparatively light administrative 
costs. 

Also, the expenditure of these available funds in direct payments to farmers 
would not interfere with any pork-buying program for school lunches or welfare 
needs. If you know of outlets for $85 millions of pork products in the school 
lunch or relief programs, by all means the purchases should be made. But, you 
have almost unlimited funds and authority under other laws under which these 
purchases and distribution could be made. 

A halfhearted program at this time will only build up worse trouble in the 
coming months. We sincerely believe that the most constructive step would be 
to move vigorously to rally the price in the next 2 months and to leave the 
longer range solution of the situation to the Congress. 


EDWIN CHRISTIANSON, 
President, Minnesota Farmers Union. 

The CHamman. Any questions? 

Senator Youne. I am not quite clear, Mr. Patton, what portion of 
acreage conservation or the soil-bank program you are opposed to. 

Mr. Patron. It is phase 1 on allotted—the one applying to allotted 
crops and using certificates or commodities to pay to the farmer. I do 
not think that fundamentally means anything. 

Senator Youna. That would be under the second phase, would it 
not, conservation ? 

Mr. Patron. Phase 1. We are for phase 2, except that we think, 
Senator Young, it ought to be enlarged. 

Senator Young. I am a little bit confused on the new terms myself. 
You are for the soil-bank part ? 

Mr. Parron. The Secretary proposed a soil bank of two parts, as 
I understand it, Senator. The first part was what he termed an “acre- 
age reserve,” which will apply only to. allotment crops. I think he 
listed four. 

Senator Younc. You are for that part of it? 

Mr. Patron. We are opposed to that part of it. 
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Senator Youne. Even where voluntary ? 

Mr. Parton. Yes, sir; because we don’t think it means anything. 
It could have a bad effect. It could sell commodities on the market 
place at the same time that the farmer is taking them out. 

We would rather put the emphasis on the second phase proposed by 
the Secretary which we are for. We would like to have it increased. 
We think it would be more effective and we would rather see the money, 
if there is money to be spent there, because it would apply not only to 
the allotment crops but would apply clear across the board. 

Senator Youna. I can see some danger, particularly if the pay- 
ments were not sufficient, and if we did not safeguard certain things. 

For example, in a community that might have a lot of absentee 
landowners, they might decide to take most all of their land out of 
production and accept these payments. Some of their land might be 
important parts of farm renters’ units. 

You would have to guard against that. I think you have made a 
good contribution in your statement. I think we do have to consider 
these proposals very carefully. 

Mr. Patron. Thank you, sir. 

The CuarrmMan. Any further questions? 

Senator Anperson. Mr. Patton, on page 2, you ask what caused this 
deci ease. What did? You start off with a subject, you call sliding 
scale farm-price supports. 

I have here a chart prepared by the Department of Agriculture, in 
response to a request that I sent to them, which shows how farm 
income and national income have moved along together, and then at 
this point which is 1948, farm income begins to drop away and na- 
tional income keeps on going up. 

On the chart we have a little spurt, which represented the Korean 
war, and then farm income drops again. Then it drops some more. 
Two-thirds of that drop came during 90-percent price supports. 

Why do you not add 90-percent price supports to your list of what 
caused the decrease ? 

Mr. Parvon. Because I do not happen to think that they did. 

Senator ANnperson. It is twice as much as under the sliding scale, 
as you call it. 

Mr. Parron. I am not talking about just the law. I am talking 
about the policies that were applied beginning in 1953. 

Senator Anprerson. To that I would agree to some degree. There 
are some things that contributed to the surplus I would criticize as 
vigorously or more vigorously than you do. I wonder if it might not 
be proper to say that during this period of the accumulation of these 
surpluses, meaning less accumulation of them, that agricultural prices 
dropped under both 90 percent and flexible price support; therefore, 
maybe this surplus has some relationship to the rice fall. 

Mr. Parron. Well, in the first place, I never thought the 90 percent 
of parity support program was a perfect program by any means. 

na in the second place, the administrative policies in relation to 
any program are fully as important as the provisions of the law. 

Senator ANpERSON. More so, in some instances, 

Mr. Patron. In many instances more so. 

Senator Anperson. Vigorous administration and poor law will 
look pretty well. 
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Mr. Patron. Philosophically, I don’t agree with the philosophical 
concept of the sliding scale. 

Senator Anverson. I understand that. I do not intend to go over 
that ground. 

Take another point, in 1948, income was $1634 billion to the farmer 
and national income was under $200 billion. Today national income 
has gone above $300 billion and farm income has dropped off, to 
$10,800 million. You used the figure of $10 billion 5. 

I think it will be $10 billion 6. We know it will be in the neighbor- 
hood of $10.5 billion. We dropped over $6 billion in the farm economy 
while the national income has gone up by half of what it was, up from 
$200 billion to $300 billion. 

Do you not think that poses an awfully bad picture to the farmer of 
this country ¢ 

Mr. Patron. It certainly does. He is trying to deal in a free market 
with a market that is rigged from stem to stern in every other way. 
The prices of steel are determined by a few corporations, the utilities 
are set and established by boards to guarantee income. 

Here is the farmer going through the economic wind tunnel and it 
is proposed in some quarters that he get into the free market, which is 
a fallacy, in my opinion. 

Senator Anperson. Now, up here in this high period, the farmer 
got 54 percent of the consumer’s dollar. Actually, when the original 
reports came out, they said 55 percent. They recalculated it and got 
it down to 54. But there is a world of published statistics showing 
it was 55, but everybody agrees that it is down now. 

Mr. Patron. Yes, it is; 39, I think. 


Senator ANpERsoN. 39 percent. 
Now, it went down from 55 to 45 under 90-percent pe ports. It 


went down from 45 to 39 under flexible supports. Would you not 
think that if we were really going to cure this, we have got to do 
more than spend our time on the price-support level ? 

Mr. Parron. Let me say again, Senator Anderson, that while in- 
come is the keystone, I am not one of those who think that just a price- 
support program is going to solve all of agriculture’s problems. 

In the first place, we have never, in my opinion—I know several 
Secretaries who have tried it—we have never had a thoroughgoing, 
tough investigation of where the spread is and who actually gets it. 
And there is a good reason for that, because any time the Secretary 
starts to make a really thorough investigation, he begins to get a lot 
of pressure. So we have never really faced up to that. 

econd—and this is very important—I think the other thing that 
we have to remember in this whole context is that agriculture has never 
really been prosperous except when our economy was expanding at at 
least 7 to 10 percent per year, and whenever it has been expanding at 
less than that rate, then agriculture has been in trouble. 

The other important facet, of course, is, in my opinion, that we 
should have had a food policy way back. Three times in my genera- 
tion we have been asked to go all out to produce, and I am not so sure, 
incidentally, that the surpluses that everybody seems to be crying 
about are not a very good thing, since we have been at the brink of war 
3 times in the last 3 years. 

Senator ANpEersoN. That came as a great shock to some of us. 

Mr. Patron. It did tome. But we certainly would need that food. 
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Senator Humpnrey. The Department of Agriculture did not know 
that, though. 

Senator Anprrson. If we are going to maintain the brink-of-war 
policy, probably we are going to need some of these surpluses. 

Mr. Patron. We certainly will. 

Senator Anpgerson. Because we will finally get there if we keep on 
“brinking.” 

Mr. Parron. I am not suggesting that as a way of meeting our 
surplus problems, by any means. 

Senator Anperson. I think that is the least desirable. 

Mr. Parren. But I do think we ought to have both a long-range and 
a short-range food policy for this country. Are we going to be off 
and on about our food shipments to other countries? Are we going 
to use food as an instrument of helping to build the peace? Are we 
going to go on with 20 million people in this country not having an 
adequate nutrition? Is this great and wonderful democracy, capable 
of producing $400 billion of goods and services a year, finally going to 
wipe out poverty in this country? It is completely within our range. 

And if we can do that, Senator, our problem in dairying, many prob- 
lems we have in vegetables and meats, and even to a degree in feed 
grains, would be wiped out in a very short period of time. 

These are basic things, it seems to me, and the American farmer 
cannot go on being asked, as we were three times in my generation and 
the generation of the men around this table, to go all out in produc- 
tion and then be left holding the bag. 

When I asked for war contracts for farmers during the war, when 
everybody else was getting one, the thought was that I was asking for 
something out of this world. 

We finally did, through the efforts of you, Senator Ellender, and 
others, get the Steagall amendment, which carried us a little ways past 
the war thing. We were criticized for it, but nevertheless it was a 
good thing. 

But this is not just an agricultural problem. This is America’s prob- 
lem, and I do not think that agriculture should be beaten over the 
head for providing this country ‘with a more adequate supply of food 
and fiber than any country in the world has ever been provided with. 
We have done our job. 

Senator Anperson. The problem is the disposition of it. 

Mr. Parron. We have done our job. We have done our job as 
farmers. 

Senator Anprerson. I just want to say that on the 14th day of 
January, a year ago, I bought 208 head of cattle and put them into 
a feed lot, to rough around the farm for a while. I sold those cattle, 
the first installment of them, 52 of them, in Los Angeles a week ago 
last Tuesday. I averaged 18 cents when I bought them. I sold them 
and I got 13 cents for the heifers, and a fat price for the fat steers. 
I got 15 cents for those. 

And the explanation was that they had floods in California and 
too many cattle in the market that day. 

I shipped the second batch to Oklahoma City last week, and I will 
find out what the trouble is there. But whatever it is, it is not re- 
flected in lower meat prices, I can assure you. 

Mr. Parron. That is right. 
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Senator AnperRson. Maybe it would be a good thing if we found 
out what does cause this spread some time. 

Mr. Baxer. I would like to interrupt, Mr. Chairman, at this point, 
and point out the similarity, Senator Anderson, between Mr. I atton’s 
recommendations and the statements that you and former Secretary 
Brannan in 1946 and 1947 presented to this same committee, as what 
vou then ealled the first, second, and third lines of defense for food 
policy and a farm policy of the United States. 

Practically all the same things were mentioned in that statement 
of vours and Assistant Secretary Brannan’s at that time are included 
in Mr. Patton’s statement. They are repeated. We still ought to do 
them. They are good things to do, 

Mr. Parron. Mr. Chairman, might I say that when Senator An- 
derson was Secretary of Agriculture, I felt that your committee 
drafted one of the most fundamental statements on food policy. I 
happen to have had the privilege of being a member of that commit- 
tee, and I still think it is something we ought to have recognized in 
America. 

And one of the points I remember very well that you yourself were 
strongly for was eliminating this malnutrition in America. 

Senator AnpEerRson. We could use the food we have for the prob- 
lems we have in this country. The farmers would be better off, and 
I think the country would be better off. I do not think it would cost 
too much to do it. 

The Cuatrman. Any other questions ? 

Senator Humpurey. I just want to compliment Mr. Patton on the 
subject of his testimony that relates to part I of the soil bank. I am 
going to have something more to say about this later on, and I just 
had a chance to look over the so-called administration bill that was 
placed in the hopper. 

I saw a draft of it, and that bill does not exactly jibe with the testi- 
mony that the Secretary gave in reference to how the certificates 
would be paid for and the levels of prices on the commodities. 

I am going to get to that at a later time. But I want to say that I 
think that area needs to be carefully explored, because I have a sneak- 
ing suspicion that when I see a slogan along the line of, “Using the 
surplus to eliminate the surplus,” that is just too slick. There is some- 
thing wrong. That is a “cuties,” in quotes, and I am convinced that 
when we look into this, as Mr. Patton has begun to look into it, you 
are going to find out that this is a price-lowering device rather than 
an ineome-raising device. 

Senator Youne. Would the Senator yield? 

Senator Humpnurey. Yes. 

Senator Youne. I joined as a cosponsor of the administration bill 
yesterday, not approving of all of the provisions, of course. I thought 
that there were many good provisions in it. . 

There is one provision, though, on page 5, which you had reference 
to, as having a very greatly damaging effect on the cash prices today. 
Unless that paragraph is deleted from the administration bill, I shall 
withdraw as a sponsor. 

Senator Humpnrey. I knew that you would feel that way, Senator, 
after you had a chance to look over that bill, because—I will be very 
frank with you, this is just almost between us, but I guess this a 

*4440—56—pt. 8——11 
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public session—when I studied that bill and saw that section, I said in 
the very beginning, “I know my friend Milt Young is not for that,” 
and that is exactly what was said, because this would raise havoe with 
the grain prices out in our country. 

Senator Youna. It is today. 

Senator Humpurey. The commodity market has already started to 
go down, and in case the chairman has not noticed it, the cotton market 
took a little kick in the snoot, too. 

The Cuarrman. I stated in the early part of the month that I was 
in hopes that the administration would merely place before us its bill, 
so that we could take that bill and try to take something from it, if it 
was any good, and add it to a bill that we have here. We are getting 
information from Mr. Patton and others. Let us try to get together 
and make a committee bill. 

That is what I favor, and I believe that we ought to be able to get 
together. I think we are smart enough to draft our own bill. 

Now, in regard to the cotton situation that you have just been refer- 
ring to, Senator Humphrey, it has not been caused by the introduction 
of this bill. It is another little bill that was passed by the House yes- 
terday, S. 2170, which permits the presale of cotton abroad. We passed 
this bill ourselves 

Senator Humpurey. You mean, without regard to parity prices? 

The Cuamman. The bill that has caused this decline in cotton is the 
bill S. 2170. It amends section 407 of the Agricultural Act of 1949 to 
include as “sales for export” sales made on condition that like com- 
modities of comparable value or quantity be exported in raw or pro- 
cessed form. Inclusion of such sales as “sales for export” would free 
them from the formula price restrictions of section 407. 

Commodities could thus be sold at the Commodity Credit, Corpora- 
tion’s export sales price to exporters who might then export similar 
commodities of a quality desired by the foreign purchaser. 

Likewise, sales could be made at the export sales price-to mills which 
might then export a like quantity of finished products. 

Now, that is the thing that I believe caused a little defection in the 
cotton market. 

Senator Humpnrey. Yes. 

I want to say that I am not going to go into this point now, 
because I am having some work done on it. 

The Cuamman. You will have ample opportunity. 

Senator Humpurey. This is going to be a point that requires the 
most careful study, that particular phase of the soil bank proposal. 

The Cuatrman. I will assure you that that will be done. 

Senator Holland, have you any questions? 

Senator Anperson. I might say, Mr. Chairman, that Senator East- 
land is not here to defend his bill, but I do not ‘think that point is 
the cause of the market slump at all. 

The Cuarrman. Senator, I have heard from some folks at home, 
and I know that that is what they attribute it to. 

Senator Anperson. I realize that. I know you get all sorts of 
explanations of how markets go up and down. As I said, I sold some 

cattle and I know what they sttzibated itto. But I know very well 


what actually takes place. The packing plant is going to make a 
little larger profit; that is all. And I made a contribution to their 
eventual dividend policy. 
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If, however, it is true that the introduction of a bill like this would 
drop the cotton market, then think what the two-price system 
would do. 

The Cuarrman. Yes. 

Senator Anperson. That would put 20 times as much cotton in the 
foreign market at a much lower price. 

We should think about that a little bit. 

The Cuatrman. I suppose almost anything we do here will affect 
the market one way or another. 

Senator Humpurey. Let us affect it up. 

Senator Hotianp. I want to say that I was one of the cointroducers 
of the bill that you mentioned, and I want to recall that it passed this 
committee by unanimous vote, including those who are now critical 
of it and those who are not. And I remember also that it passed in 
the Senate by unanimous vote, so that I think we can all, and should 
all, assume responsibility, and as far as I am concerned, I think it 
is a good measure and its operation will pay off handsomely. 

The Cuarrman. I hope my good friend from Florida did not think 
I was critical of the bill in bringing the matter up before the com- 
mittee. I merely wanted to point out that it is my thought that it 
was the passage of that bill, and not the introduction of the so-called 
administration bill, that caused the cotton market to react as it did. 

Senator Hottanp. Well, the point I am getting at is the principal 
author of the bill is not here at this time, and I am quite content to be 
associated with him in it and to share responsibility, and I believe 
that all members of this committee will feel the same way, because 
they equally shared the responsibility in that matter. There was no 
opposition in the committee to the bill, or on the floor of the Senate. 

Now, Mr. Patton, I have a few questions. I notice that in your 
opening paragraph you say that the organization which you represent 
in this testimony, the National Farmers Union, is a nationwide organi- 
zation; is that correct ? 

Mr. Patron. Yes. 

Senator Hotianp. Are you represented in all States of the Nation? 

Mr. Parron. No; we are not. We have members, I think, in every 
State. 

Senator Hotzanp. In what States of the Nation do you have no 
organizations ¢ 

Mr. Patron. We do not in your State, sir, and we do not in the 
New England States. 

Senator Hotianp. I know that. But there are a good many States. 
What other States? 

Mr. Parron. We do not in the New England States, including New 
York. We have members in practically every State. 

Senator Hortianp. You have no organizations in Florida, and you 
have none in the New England States, including New York. 

Mr. Parron. That is right. 

Senator Hottanp. And what other States? 

Mr. Parron. We have practically no organization in California 
and Nevada. ; 

Senator Hoxzanp. All right. In California and Nevada. And 
what else ? 

Mr. Patron. Arizona. 

Senator Hotnanp. Arizona. 
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Mr. Parron. We have a small organization in Alabama. There 
are not enough members to have a State charter. 

Senator HoLtanp. Not enough members to have a State charter. 

Mr. Parron. We have to have 5,000 families to have a State charter. 

Senator Horianp. And in what other States do you have no State 
charter ? 

Mr. Parron. Ohio. 

Senator Hotianp. Ohio. That is a pretty large agricultural State, 
is it not? 

Mr. Patron. Yes. 

Senator Horzanp. All right. 

Mr. Parron. We have a very good, growing organization out there, 
but—— 

Senator Horianp. All right. In what other States do you have no 
State charter ? 

Mr. Parron. I will be glad to submit a list. 

Senator Hotianp. I wish you would, because I think that other- 
wise your statement that this is a nationwide organization might 
be received in a way that would not be accurate. 

Now, you have already said that you have no organization in the 
State of Florida. 

Mr. Patron. That is right. 

Senator Hottanp. Then when you say down there that this program 
is a national one worked out on the basis of proportional representa- 
tion, you do not mean that any of that proportional representation 
was representation in the State of Florida ? 

Mr. Parron. What I meant by that, Senator Holland, was that: it 
was proportional in relation to the membership, and not in relation 
to the number of farmers. Obviously no organization could do that, 
I do not think. 

Senator Hottanp. You do not mean that in that representation, any 
proportional representation was from the State of Florida? 

Mr. Parron. There was no representation from the State of 
Florida. 

Senator Horianp. And that is true likewise of various of the other 
States that you have mentioned ? 

Mr. Parron. Yes, with certain exceptions, because we do have an 
arrangement whereby, where they do not have a State charter, they 
are represented at the conventions. 

Senator Hotianp. Then according to your statement, Florida and 
the other States had no representation, and other States had no or- 
ganizational representation ¢ 

Mr. Patron. No chartered organization. 

Senator Hoiuianp. Including such States as California, Nevada, 
Arizona, Alabama, Ohio, New England, and New York? 

Mr. Parron. That is right. 

Senator Horianp. And still you speak of this as a nationwide 
program. 

Mr. Parron. It is, yes, sir. That may bea difference of opinion, but 
we consider it a nationwide organization. It is a rather substantial 
organization and has been around for about 52 or 53 years. 

Senator Hotianp. If you will supply for the record at this point the 
breakdown of your organization ewes those States in which you 
have no organization and likewise those in which you have no char- 
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tered State organization, I think that your testimony will more ac- 
curately reflect just how national your position is. 

Mr. Patron. All right. 

(The information is as follows :) 


In each of the following States there is a chartered State division of the 
Farmers Educational and Cooperative Union of America: Arkansas, Lilniois, 
Indiana, Kansas, Michigan, Minnesota, Montana, Nebraska, North Dakota, Okla- 
homa, Oregan, Colorado, Wyoming, South Dakota, Texas, Utah, Virginia, and 
Wisconsin. In addition there are county or local Farmers Union organizations 
in each of the following States: Alabama, Idaho, Iowa, Kentucky, New Mexico, 
North Carolina, Ohio, Pennsylvania, Tennessee, and Washington, with member- 
ship at large in five other States. 


Senator Hotianp. Now, I notice that on page 7 of your statement 
you said: 


An adequate program must cover 100 per cent of parity income protection and 
price support for all the commodities farm families produce. 

Mr. Parron. Yes. 

Senator Hottanp. That is a correct statement from your testimony ? 

Mr. Patron. Yes. 

Senator Hottanp. Then you are recommending 100 percent price 
support for everything produced on farms? 

Mr. Parron. Yes. A little later in the statement I say that the 
feed grains should be related to a feed value equivalent based on 100 
percent of parity for corn. 

Senator Hottanp. Now, you make that statement regardless of 
whether the producers of some of the commodities want to be included 
or not; is that correct ? 

Mr. Parron. Well, I am not sure that all of them do not want to be 
included. I will put it that way. But so far as our policy is con- 
cerned, we believe that all commodities ought to be protected. The 
fellow who grows 10 acres of berries up in the State of Washington, his 
10 acres of berries are just as basic to him as a thousand acres of wheat 
is toa North Dakota or Montana wheat farmer. 

Senator Hottanp. You know, of course, that the tree fruit organ- 
izations and the tree nut organizations in this Nation are old, respon- 
sible, vocal and have been speaking a good long time for the growers 
who grow those commodities. Do you know of any of those organ- 
izations that have asked for 100 percent of parity for their products? 

Mr. Patron. I think they have, by using the devices of marketing 
agreements within their States and within themselves, and I do not 
know that it needs to be the responsibility of the Federal Government 
in every commodity. 

I was saying before you came in, Senator, that in Colorado we have 
a State law for a marketing order on peaches, which has worked very 
well for several years. The goal is what we are interested in, and a 
wide variety of methods would have to be used to achieve that goal. 

Senator Hotianp. Well, you know 

Mr. Patron. For, example, we did not include in this testimony, 
because Senator Ellender had stated a list in which it was covered— 
but in the set of total recommendations, we recommended that mar- 
keting agreement authorizations be broadened through the authoriza- 
tion of the use of the law, to a number of other commodities. 

Senator Hottanp. But your position is to have 100 percent of parity 
income and price support pertaining to all commodities farm families 
produce—— 
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Mr. Parton. Yes, sir. 

Senator Hottanp. Whether they want it or not? 

Mr. Parton. I do not know of any farmer who does not want 100 
percent of parity income. 

Senator Hottanp. Did you realize that in some of the industries, 
due to economies of production and development of new processed 
products, that a high degree of prosperity exists, notwithstanding 
the fact that there have been no sales at anything like parity for many 

ears? 
aa Mr. Parton. All I could say is that if that counts in the family 
farmers, then probably the parity price formula needs revision. Ob- 
viously it is oing to need revision from time to time, I would say 
both up and down, to take in all the factors. 

Senator Hotianp. Of course, the difference—— 

Mr. Parron. However, I do—— 

Senator Hottanp. The difference between some of these industries 
and others is that they have gone all out to help themselves. The 

citrus industry, for instance, by a development of canning processes 
and concentrating processes and very much wider marketing distri- 
bution, has greatly enlarged its production and has greatly expanded 
its markets and has greatly increased its prosperi although there 
has been only one time in recent years when I Pov? citrus has sold 
at as high as 70 percent of parity, and generally speaking it has been 
selling at about 50 percent of parity. 

Do } you not think there is value in that kind of organization effort 
and that kind of development of markets by agricultural producers 
who are trying to solve their own problems? 


Mr. Parron. Certainly. And our organization has probably 
sponsored and developed as many cooperatives as any organization in 
the United States. We have one of the largest grain marketing 
cooperatives, as you know, Senator Young, in the United States. We 
have very large farm supply cooperatives. So we believe thoroughly 


in the principle of self-help. But beyond that, we believe that the 
citizens as such should do those things whieh "they are themselves 
capable of doing for themselves, and then when there are things that 
they cannot do for themselves, that they use cooperatives, community 
organization, State organizations, and finally, if they cannot meet it, 
as “they cannot in some instances, on any other basis, they use the 
Federal Government. 

And I happen to know that the fruit growers have used the Federal 
Government at times, on buying programs and getting tariffs fixed 
up, and a number of other devices, and I am all for the self- help, and 
I congratulate those who have done an efficient job. But I am afraid 
that in some instances the family farmer has not sat at the head table 
of a corporate-type of or ganization in some instances, 

Senator Hottanp. Now to come to the next question, you recog- 
nize, of course, that there are many fine organizations representing 
citrus growers, as for instance the California Fruit Growers Exchange 
and the MOD in California, and the Florida Citrus Exchange and the 
Florida Citrus Mutual, and other similar organizations — in Texas 
and others in California and Florida which I haven’t mentioned. 

Mr. Patron. Yes, sir. 

Senator Hortanp. Do you know any one of them which is asking for 
price support, much less price support at 100 percent ? 
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Mr. Patton. No; I do not. 

Senator Hottanp. Do you not think that they are well able to speak 
the wishes of the growers who produce those commodities? 

Mr. Parron. Yes. But as a general farm organization, we also 
have a right to offer our opinion, sir. 

Senator Hortanp. And yet you are not represented, I believe you 
have said, in Florida and California and Arizona, where the princi- 
pal citrus ’ production is? 

Mr. Patron. That is right. We have some members, but we do 
not have an organization. 

Senator Hotianp. All right. Now, with reference to the apple 
growers’ organizations, without attempting to give the names in the 
record, apples and pears and cherries and c: unned peaches and prunes 
and grapes and raisins, and the tree nuts, pecans and the like, you 
know of course, that there are fine organizations representing ali of 
those industries. 

Mr. Patron. As a matter of fact, there is a commodity organization 
for practically every commodity produced. 

Senator Hottanp. All right. Do you know of any one of the re- 
sponsible groups that represent the growers of any of that wide range 
of commodities who is asking for 100 percent price supports or 
any 

Mr. Caen. Not at this moment, but I remember very well a short 
time ago, 2 or 3 years ago—maybe it was 4—when I had more calls in 
| day from the prune growers than I could take, asking us to get in 
and get a Government- pure chase program put in to pull their prices up, 
and I have seen that same thing happen over the years in a number 
of other commodities. 

My point is that they do seek to use the devices of Government from 
time to time to see that their price comes up. 

Senator Hottanp. You recognize the fact, of course, that they are 
American citizens and that their States are part of the American 
Nation ¢ 

Mr, Parron. And I support their request, Senator. 

Senator Hottanp (continuing). And that when there is a surplus 
in any crop, a crop surplus that is needed by school children, for in- 
stance, that there is a legitimate right to have some 

Mr. Parron. To support it. 

Senator Hotianp. ‘To have some of that product 

Mr. Patron. My point is that the point that they have not asked 
for Federal help, and have not used the devices of Government, to me 
is not accurate. 

Senator Hortanp. My point was, Did you know of any of them that 
had asked for price supports ? 

Mr. Parron. Not at that point, but I will get anything that they 
will be asking. 

Senator Hotianp. You will supply for the record 

Mr. Patron. As a matter of fact, they have a price-support device 
whenever they use any of these products i in school lunches. 

Senator Horianp. If you will supply for the record the name of 
any of these responsible organizations in the fields that I have men- 
tioned who is asking for a price support, much less a 100 percent price 
7 ort, I will appreciate it. 

f . Parton. If there is such, I will. 
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Senator Hotianp. All right. Now let us come to the poultry pro- 
ducers. 

Do you know of any organization there that is asking for inclusion 
in your program ? 

Mr. Parron. We have quite a substantial number of poultry pro- 
ducers who have certainly been asking for 100 percent of parity. We 
have quite a nice organization in Utah. We have quite a few in 
Washington. 

Senator Houtanp. Do you know of any commodity organization, 
though, opEneneeong the poultry producers who is joining in your 
request, the National Farmers Union ? 

Mr. Parron. We have not sought to have them join or they have 
not sought to join us. 

Senator Hottanp. If you will supply for the record the name of any 
responsible commodity organization in the field of poultry or egg 
production that is supporting your program, I would appreciate it. 

Now with reference to livestock, do you know of any State cattle- 
men’s organization that is supporting your program ? 

Mr. Parron. I do not offhand. 

Senator Hotitanp. Do you know that the national—— 

Mr. Parron. I know that there is quite a division in some of the 
State organizations as to whether cattle should be supported, because 
I sat in on one of them. 

Senator Hotianp. Quite true. But after all, we generally speak 
of majority opinion in this Nation 

Mr. Parron. We do not pretend to try to represent commodity 
groups as such. We are a general farm organization and we try to 
deal in general policies and not the mechanics of specific commodities. 

We feel that commodity organizations are equipped to deal with 
technical matters and with the technical problems of a given com- 
modity group, rather than a farm organization. 

Senator Hottanp. And yet I notice on page 8 of your statement. 
you specifically require that in the case of poultry and eggs and live- 
stock products sold in 1955 

Mr. Parron. Yes, sir. 

Senator Hotianp. Not just in 1956 and in futuro, but for the last 
year, that they should be brought in under this 100 percent of parity 
program ¢ 

Mr. Parron. That a production payment be made to them. As a 
matter of general policy, to count them in on the prosperity that this 
country is enjoying. 

Senator Hot.anp. In other words, you are asking them in, whether 
their State livestock organizations want to be included or not ? 

Mr. Parron. Well, I think we ought to clear the record a little here, 
because I am not at all sure that any organization represents all of its 
members, including my own. I have differences of opinion, obviously. 
The best we can do is represent a majority of our members, and that is 
all we are trying to do here. We are not trying to represent anyone 
else, and they have just as much right as we do to come here and make 
whatever recommendations they wish. These are ours. 

Senator Hottanp. Now, if you can supply for the record the name 
of any livestock organization that supports your program, I would 
appreciate it. 

Senator Humpnrey. May I ask a question here? 
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Senator Hotianp. Later. Please let me conclude; I have just come 
in—- 

Senator Humpnrey. Senator, I just wanted to learn whether you 
meant a trade organization or whether you meant a particular group, 
such as the Iowa farmers. 

Senator Honitanp. Any organization that speaks for the livestock 
industry. We have a State cattlemen’s association. 

Mr. Parton. That is right. 

Senator Horianp. | think every State where cattle are produced has 
a State cattlemen’s association. There is a national association as well. 

Maybe there are some of those that are asking to be joined in this 
extravagant program, but I have not heard of any such. And in the 
course of the hearing, which I attended only in part, I heard quite a 
number of representatives of cattle associations protesting vigorously 
against inclusion in any support-price program. 

Senator HumPpHrey. Senator—— 

Senator Hottanp. So that what Iam asking the witness is in support 
of his program here, in which he not only asks that livestock be 
included in the future, but also requests that 100 percent of parity be 
included for 1955—I am asking him, if he can, to supply the name of 
any reputable livestock organization that supports either part of that 
program, either the future part or the past, because I think that it is 
fair to have them have at least a word to say for this record about 
whether they believe in this very far-reaching and what I think is a 
very extravagant program. 

Mr. Parron. We have members of the Farmers Union who belong to 
the livestock growers’ associations, to poultry growers’ associations, to 
fruit growers’ associations, apple growers’ associations, dairy associa- 
tions, National Federation of Milk Producers, and through some of the 
cooperatives in other cooperative associations and so on. They are 
members of both, which is not an uncommon thing. 

Senator Hotianp. If they have not been able, however, to impress 
their request upon their organizations and to get their organizations to 
join, it is at least a fair inference that the “vy are in a dec ided minority in 
the membership in those commodity representative groups, would you 
not say ? 

Mr. Parron. I would not say how decided the minority is, but obvi- 
ously the action has not been taken, unless there is a record of it. 

Senator HotLanp. Then it is quite obvious, is it not, that your re- 
quest is a minority request, that the best claim for it is that it is a 
minority request from producers of a large part of the agricultural 
production of the Nation ? 

Mr. Parron. I think it is almost universally true that anything 
that is forward looking and moves out ahead usually moves with a 
minority, and the job” is finally to convince the majority. I well 
recall that when I first proposed some family-sized farm limitation, 
I was in the decided minority. I am very pleased and very happy 
that the President of this great country of ours has finally seen fit 
to come to that position, and I would predict that on many of the 
recommendations we have made, as has happened in the past, they 
will become the point of view of the majority rather than the minority. 

Senator Hottanp. Now, let us come back for a moment to your 
organization. Is there any particular reason why you stayed out of 
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the States like my own, which produces I believe about $700 millior 
worth of agricultural products ina year? Issuch a State not worthy 
of attention by an organization which claims to be nationwide? 

Mr. Parron. Going back into the history of it, Senator Holland, 
there was, before the cotton debacle between 1910 and 1915, a rather 
substantial organization of the Farmers Union in all of the Southern 
States, including Florida. The organization went through, as many 
organizations did in the war years, the World War I years, a very 
tough period, and membership dropped down and the organization 
began to move northward into the so-called, what we call the Scandi- 
navian area, your area, Senator Young, and stayed in Oklahoma and 
Arkansas and Texas, where they had some services connected with 
the Farmers Union which attracted members to stay. 

We have been growing rather substantially. We are entering new 
States, and I hope that one day we will have an organization in 
Florida, both for a personal reason and for an organizational reason. 

I would like to get down there once in a while to enjoy your wonder- 
ful climate. 

Senator Hottanp. We will be happy to welcome you, and if there 
is anybody in our State, however, that wants the National Farmers 
Union at this time, they have not been vocal in their expressions to me. 

Mr. Parron. We have had a substantial number of inquiries. In 
some of our meetings we have even had some cattlemen froin Florida 
attend our meetings. 

Senator Hottanp. Now, let us come to this question that you raise, 
that I have not heard raised before—maybe it has been raised by 
someone—that you propose to have the Treasury go out of balance 
by devoting several billion dollars for 100 percent price-support pay- 
ments for 1955, which is already behind them. 

Do you know how much that would cost ? 

Mr. Parton. Yes, sir. 

Senator Hotitanp. How much? 

Mr. Parron. We were talking before you came in. Somewhere 
between 4 and 5 billion dollars. 

Senator Hortanp. Then you propose by this one recommendation, 
if you found that you could have it passed through the Congress and 
approved by the President, to disturb the balanced budget to the tune 
of between 4 and 5 billion dollars ; is that correct ? 

Mr. Patron. It would not be disturbed by anywhere near that 
much because it would put a tremendous amount of purchasing power 
into circulation. It would enable farmers to pay taxes who were not 
going to be paying any income taxes this year, a substantial number 
of them, and in addition to that, it would increase the gross national 
product so that over the next year or 2 or 3 years, actually the Treas- 
ury would be better off and the country, of course, would be better 
off, because there would be fewer busted farmers. 

Senator Hotitanp. And you are making that request for all pro- 
ducers, although you have conceded, as I understand, that a large 
number of the producers as shown by their commodity organiza- 
tions are not only not asking for this 1955 handout, but are not sup- 
porting your program for the future ? 

Mr. Parron. I do not think it is a handout, in the first place. In 
the second place, I doubt that there would be as many as 1 percent 
who would refuse the check. I know they did not when the benefit 
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payments were going. Some of those who talked loudest against it 
were always willing to cash the checks. 

Senator Hotztanp. How would you propose to make up the deficit 
in the budget, which is a very large deficit in the budget, which you 
would inflict on the country if this particular provision were adopted ¢ 

Mr. Patron. You asked me that question. I personally think that 
it would be good fiscal policy to unbalance the budget for this pur- 
pose. We have unbalanced it for a lot of other purposes that prob- 
ably did not have as much validity as this. 

Senator Hotianp. You are one, then, who feels that an unbalanced 
budget is nothing to be concerned about ? 

Mr. Parron. I do not think it is a major concern as long as you 
have full employment and as long as you have long range fiscal plans 
for balancing it. We should not have reduced taxes when we did. 

Senator Hottanp. In other words 

Mr. Parron. We had the thing balanced during Truman’s ad- 
ministration, but we reduced taxes at a point when we should not 
have. 

Senator Hottanp. Do you think it is sound governmental budget 
policy to keep piling up a bonded indebtedness to rest with greater 
impact our children and our children’s children as far as we can 
see? 

Mr. Parron. That is not what I said. But a country capable of 
producing $400 billion of goods and services has a much better 
position both budgetwise and in their ability to pay, than one that 
is heading for a depression. If the farm income continues to drop, 
it is going to drag the rest of the economy down, just as surely as 
it did in the twenties. 

Senator Hottanp. There are a great many questions that I would 
like to ask, but I realize that we have other witnesses. 

There is just one other thing that I want to explore. I notice you 
say on page 12 of your statement: 

txisting supplies of any commodity should be placed in a national safety 
reserve completely insulated from any effect upon prices in the market. 
Planned current production for any year should not be set that year below 
domestic consumption and exports, augmented by the programs mentioned 
earlier, that will return parity rewards to farmers in a full employment economy. 

That is a correct quotation ; is it not ? 

Mr. Patron. Yes, I think you read it correctly. 

Senator Hotianp. Do I understand you to mean there that you 
think that we can just forget about these $8 billion of surpluses if we 
just call them a national safety reserve instead of a surplus, and if we 
say by law, or say from the various rostrums throughout the country, 
that we are now insulating these surpluses from any effect on prices 
in the market, and therefore prices in the market are not to be 
affected, because we have said they must not, by the existence of this 
$8 billion worth of surpluses? Do you think that would be an effec- 
tive way of dealing with the thing ? 

Mr. Parton. In view of the fact that we have been on the brink 
of war 3 times in the last 3 years without most of us knowing it, I 
think that we could well afford adequate safety reserve. I have pro- 
posed 2 or 8 times that this country do what Civilian Defense people 
tell me should be done, and that is place caches of this valuable food 
and water around every town above 20,000 in population so that if 
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we do have the terrible fatality of a tragic atomic war, that we will 
have food. I do not consider these surpluses burdensome, myself. I 
think here we are trying to fight a cold war with the most imperial- 
istic, dangerous enemy ‘that any nation has ever faced, and that we 
ought to be using substantial quantities of them there, and we ought 
to be using them in relation to school lunches in a very substantially 
increased way, and that we should have a national safety reserve 
charged to civilian defense and not charged to the American farmer, 
as they are now charged. 

Senator Hottanp. In other words, you think that by charging it 
to Civilian Defense and by saying by law that it is insulated from 
any effect on prices in the market, are you really serious in your state- 
ment that you think that that would create a complete freedom from 
any surplus effect in the future 

Mr. Parron. In the future. 

Senator Hotitanp. And that the market would react just as if that 
$8 billion worth of products were not in existence and on hand? 

Mr. Parron. Out in my country, we are great supporters of the 
copper and metal-support program, and they tell me, those people 
who ought to know, that they have some $7 or $8 billion of that stuff 
piled around, and they keep it pretty well insulated from the market. 
The market is pretty well above the support level all the time. And 
if metals piled up to that extent, which we cannot eat in the event 
of war—the only two things that we need worse than anything else 
in the case of a total war are food and water. It just makes as much 
sense to me to have a national safety reserve of food as it does $7 or 
$8 billion worth of copper and other metals that we keep insulated 
from the market and do not permit to affect the market. 

Senator Hotianp. Now, since you say that this situation results 
from the strategic reserve of metals, you are stepping also to the con- 
clusion that the same thing would result if we set aside the butter and 
the cheese and called it a strategic reserve, that dairy customers, dairy 
distributors, and the general public would regard that as being com- 
pletely out of the picture and would give no effeet—— 

Mr. Parron. If it were so handled. If it were so handled, and it 
could be, if it were not permitted to get into the market. 

Senator Hotianp. Then your position is that all of these products, 
whether perishable or not, should be insulated in the same way that 
the copper and the zine are that are in the strategic reserve? 

Mr. Parron. I think first that many of the perishables that would 
go into such a reserve would be canned. But I think if we had a 
proper price-support program, we would not have any so-called sur- 

lus of some of these perishables; in other words, if we let it move 
ito the market and make a production payment for the difference 
between the market price and the 100 percent of parity. 

Senator Hotianp. You think that you would have a good market 
very shortly if you did that with reference to butter and cheese? 

Mr. Parron. Of course, if we began to lift the nutritional value of 
the 20 million people who are not. getting an adequate nutritional 
level at the present time, we would actually very probably within a 
year and a half have to increase dairy production. 

Senator Hotianp. All right, sir. 

Thank you. 
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The CuarrMan. Any further questions? 

Senator Humpnrey. Yes, I have a question or two 

Mr. Patton, you refer to these two stages of the soil-bank program. 
I started to offer this awhile ago. 

How do you interpret stage No. 1, the ac reage reserve? I mean, 
not as presented i in testimony and as presented in a Presidential mes- 

sage, which is always one side of the coin in this administration, but 
as also presented in the legislation ? 

Mr. b »arron. I think it is a wheel-spinning operation. I have not 
seen the particular legislation presented ; so I cannot comment on that. 
But as I heard of it at first, it seemed to be a wheel-spinning activity, 
so far as I am concerned. The Secretary of Agriculture gives the 
farmer a certificate for a bushel of wheat and then he takes | a bushel 
out of the Commodity Credit Corporation supply and sells it into the 
market. We are just trading off here, and with the danger that the 
selling of that commodity into the market might further « depress the 
so-called free market price. 

But I cannot comment, Senator Humphrey, on the bill, because I 
have not seen it, that is, the administration bill which was mentioned 
here this morning. 

Senator Humpnrry. It is in the record today. I guess it was be- 
fore you had a chance to get hold of it. 

Mr. Parron. Yes. 

Senator Humrurey. The interesting part of it is under “Compensa- 
tion of Producers” : 

Producers shall be compensated for participating in the acreage reserve pro- 
gram through the issuance of negotiable certificates which the Commodity 
Credit Corporation shall redeem in the commodity or cash in accordance with 
the regulations prescribed by the Secretary. Such compensation shall be at such 
rate or rates as the Secretary determines will provide producers with a fair and 
reasonable return for reducing their acreage of the commodity, taking into con- 
sideration the loss of production of the commodity on the reserve acreage, any 
savings in cost which result from not planting the commodity on the reserve 
acreage, and the incentive necessary to achieve the reserve acreage goal. Com- 
modities delivered to producers in redemption of such certificates shall not be 
eligible for tender to Commodity Credit Corporation under the price-support 
program. 

The Commodity Credit Corporation is authorized to sell at market prices, 
without regard to sales price limitations which would otherwise be applicable, 
a quantity of the commodity equal in sales value to the cost of redeeming cer- 
tificates in cash. 

Now, what does this add up to? It adds up to this, that if you 
give a farmer a cash certificate at a price support level, at 80 percent, 
and your market price is below 80 percent, you dump enough from 
the Commodity Credit bins into the market to get enough cash to 
redeem the certificate at an 80 percent support level ? 

Mr. Parron. That is right. So you are further—— 

Senator Humpnurey. So you push down, push down, push down, 
push down the market 

Mr. Parron. That is right. 

Senator Humpnrey (continuing). In an effort to raise prices, which 
is as ridiculous as standing on your head when somebody says, “Look 
straight ahead.” 

Mr. Parton. I agree with you. 

Senator Humrnrey. This is the biggest gimmick that has ever been 
devised, and I wondered if your organization has really given it 
economic analysis. 
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[ have had two economists working on this thing since I sensed 
what Mr. Benson was up to in his testimony 

Mr. Parron. We opposed 

Senator Humpurey (continuing). And two darn good ones, and I 
am going to bring my evidence before this committee. I have a 
statement on it this afternoon. 

But I say that this is nothing more or less than another one of 
these income-reducing mechanisms. This is exactly what has hap- 
pened, may I say, in corn, in my part of the State. I have been 
looking up my records last night. I stayed up a little late looking 
up the records on corn, and I find that we have dumped corn out of 
Commodity Credit bins into the market as spoiled corn, which is not 
spoiled at all, and reduced the cash price in the cash market, and 
thereby forced more and more farmers to put their corn into Com- 
modity Credit. 

The Government of the United States today is destroying the free 
market. This very market that Mr. Benson loves and that this admin- 
istration prizes is literally being destroyed by making the Government 
the entire holding company for all commodities, and I think it is about 
time, Mr. Chairman, that we get these traders in here to find out 
how many of them are really holding inventories. They are not 
holding inventories any more. They are letting the Government hold 
the inventory. 

And this is what happened in butter. This is what I said was going 
to happen when Mr. Benson fooled around with the price-support 
rogram. Every creamery in the Midwest dumped every pound of 
a they had in the Government’s hands at 90 percent of parity and 
~ bought it back for less. 

I said it was going to happen. You did not need to have a Harvard 
degree to figure that one out. You could have been born as dumb as 
Mortimer Snerd and known that. And it happened. 

Now, we are about to do exactly the same thing again. 

I hope that your organization, Mr. Patton, will ‘look into this. You 
have got some good ec onomists over there, and I would like to have you 
present, for my purpose, if for no one else’s purpose, an analysis of 
that program. 

Mr. Parron. We will be very glad to. 

Senator Humpurey. I want to say that I do not think many people 
knew what wasinit. I, frankly,did not. I was asked about it yester- 
day by some of the reporters shere. I had asuspicion. But I stayed 
up a long time last night with some good top men around this town 
to find out what was in it. By the time I got through, I could not 
sleep. 

I want to say right now that if the farmers get this kind of deal, 
they can close up shop right now. What this administration is trying 
to do under that provision is to dump out the surplus so that they can 
say, “We got rid of the surplus,” and after they have gotten rid of the 
surplus, they will be rid of the farmers, and then they will not have 
any more surplus. 

Mr. Patron. That is right. 

Senator Humpnrey. This is a low-price, surplus dumping, and 
lowering the boom on the farmer program. That is what that thing 
amounts to, and I want to say it is a seandal. 

The Cuareman. Are there any further questions / 
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Senator Humenrey. That is no question. That is a comment, Mr. 
Chairman. 

Mr. Parren. Mr. Chairman, I would like to call Senator Hum- 
phrey’s attention, on page 12 of my testimony, to a statement which I 
made in relation to that, where I said that they would sell Commodity 
Credit stocks at bargain-basement prices in the usual commodity 
channels. 

Then on page 14, I said: 

Taking these considerations into account, we recommend that phase 1 of the 
soil bank not be enacted. 

Senator Humpnrey. Yes. I got that general phrase there, Mr. 
Patton. And may I say, that is what stimulated this rather early 
statement of what I was going to say something about a little later 
today. But I want your organization, if you can, to go over that 
section and relate it to the actual amount of commodities in storage 
and what might happen under this acreage reserve program. 

You have made some other estimates here of costs and production 
payments. Let us just take a look and see what would happen if this 
thing really went into effect. 

Mr. Patron. We would have to include the costs that the Com- 
modity Credit Corporation had in the commodity at the time they 
sold it at bargain-basement prices, too. 

Senator Humpurey. Fire-sale prices, Mr. Patton. 

Mr. Parton. Yes, fire-sale prices. We will be glad to do that. 

Senator Humpnrey. Now, I notice you have a statement here that 
the farmers are dangerously close to the average age of 60. Where- 
abouts did you get that figure? I thought it was 50. 

Mr. Patron. Fifty-six to 60. 

Senator Humpnurey. Is that right at the present time? 

Mr. Patron. Yes, sir. 

Senator Humpnurey. I thought it was between 47 and 50. 

Mr. Patton. That is accor ding to the Bureau of Census figures. 

Senator Humpurey. I was very much interested in that. I had 
used the figure myself of 47 to 50. 

Mr. Patron. This is one of the key problems of America. 

Senator Humpurey. Now, one other question. 

You have mentioned about these reserves of food, and I am de- 
lighted to hear you speak up as you did about this. Did I hear you 
say that the civil-defense people had recommended storage of food 
around major cities? 

Mr. Patron. I do not think they have publicly. I have talked with 
some of the civilian-defense people, and their feeling, as they ex- 
pressed it to me, seemed to be—I do not know what it actually is— 
seemed to be one of hopelessness, because they could not get such a 
thing adopted. 

I made this proposal that I mentioned to Senator Holland, that 
we store the equivalent of 3 bushels of wheat, 4 pounds of beef, 4 
pounds of pork, 4 pounds of lard, and 2 pounds of cheese and equiva- 
lents of butter along with water. 

Senator Humpnrey. Have you ever thought about the practicality 
of storing, for example, where we are putting in over $1,500 million 
in Spain in airbases, in a country that is short on food, that it might 
be well to have some food stashed away ? 

Mr. Parton. Yes, sir. 
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Senator Humpurey. And possibly it might be well to store some 
of our surplus cereal grains in Great Britain, with the Soviet having 
over 350 submarines and knowing how to run them ? 

Mr. Parron. Yes, sir. 

Senator Humeurey. It just appears to me that your point is rather 
well taken, Mr. Patton, that rather than deploring all of the surpluses 
we have, recognizing that there is some problem here—I do not want 
to say that there is no problem; there is—but rather than deploring 
all of it, does it not appear that it might be well to try to think in 
terms of how this could be usably used or constructively used ? 

Mr. Parron. Yes, sir. I agree wholeheartedly. 

In my opinion, if you put in a food cache of sufficient quantity to 
; ake care of the citizens of all towns of 20,000 or above, you might 

be faced with the embarrassing thing of having to put a price ceiling 
on certain commodities. 

Senator Humenrey. Yes. 

Mr. Parron. And when you stop to think in those terms, of how 
little food we have in this country, and then think about wheat— 
parboiled wheat is the oldest form of food, almost, in many areas of 
the world—we could store parboiled wheat for a long period of time, 
and should store it in countries where our friends are. 

Senator Humpurey. I, by the way, have done some work on that, 
and have had some studies made on it and have recommended to the 
Department that some more research be done on it, and it would be 
good. 

Now, I want just a final question, Mr. Chairman. 

On this reduction of set-aside, will you have your men, your econo- 
mists in your organization, look at what that means under the admin- 
istration program? In other words, now, when we take, as I sense 
it, when you take out of the Commodity Credit commodities to pay 
for the acreage-reserve certificates, that, instead of taking these com- 
modities out of what is supposed to be the surplus, you are going to 
take them out of the set-aside. You cannot play it both ways. If 
you have a set-aside, you have got a set-aside; and if you have a surplus, 
it is over and above the set-aside. 

Sut, as I gather, this section 107 on reduction of set-asides, the 
administration’s proposal, would be that when you pay for these cer- 
tificates that represent food not produced on your acreage-reserve 
program, that, instead of the surpluses being used to pay for it, you 
would actually use the set-asides to pay for it, because you reduce the 
set-asides just as much as you take out of the Commodity Credit ware- 
houses. 

Mr. Baker. Senator, we have examined—— 

Senator Humpurey. Now, I want to say that I am not about ready 
to vote to reduce the set-asides. We just got through setting those 
set-asides 2 years ago. 

Mr. Baker. We examined that very carefully. You will remember 
that the set-aside was originally recommended as a device by the 
admintration so that the total supply of the commodity in the sliding- 
scale formulas would try to set for some commodities a sliding-scale 
level of support a little bit higher than it would otherwise be without 
the set-aside. 

The President’s recommendation here means that they have now 
decided that they do not want to even have supports that high. And 
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this is consistent with their recommendation to reduce cotton support 
price levels by 3 cents. It also reduces cotton by another 3 or 4 cents 
by eliminating the set-aside before they eliminate ordinary Commodity 
Credit Corporation stocks. 

It does the same thing for wheat, the same thing for corn, the same 
thing for rice, and the same thing for peanuts, if they were in the 
set-asides. 

Senator Humpnurey. Now, just for me to understand, then, it is not 
merely reducing set-asides; it is also reducing what you call drop-loan 
support price. : 

Mr. Baker. That is right. This is just another device for pushing 
down prices in farm income. 

The CHatrMAN. Senator Young desires to ask a question. 

Senator Youne. Mr. Patton, I noted in your colloquy with Senator 
Humphrey regarding payment in kind to farmers doing soil-conserv : 
tion work. Are you opposed to the principle of payment in kind, 1 
some of the phrases were changed ? 

Mr. Parron. If it is adequate; if it is enough. But I honestly do 
not see, Senator Young, where it is going to do anything but depress 
the prices. 

Senator Youne. Now, if a farmer living out in a drought area did 
some soil-conserving work, would it not be well to pay him out of some 
surpluses that we might have in that area of grain that he might need 4 

Mr. Parron. Yes: I think that would be a useful device. 

Senator Youne. You are not opposed to the princ iple of doing it? 

Mr. Parron. Not if it does not lower farm income, Senator Young, 
and is not used as a device to attack the free market and drive it on 
down. 

Senator Humpurey. Senator, I want you to know, I am not, either. 
I am just opposed—and I am sure you are after a careful study of it, 
to what happens when that price is pushed down by dumping. 

Senator Youne. That is right. 

The CHatrman. All right. The committee will stand in recess 
until 1: 45. 

(Whereupon, at 12:15 p. m., the committee recessed to reconvene 
at 1:45 p.m. of the same day.) 


AFTERNOON SESSION 


Present: Senators Ellender (chairman), Eastland, Young, Thye, 
and Hickenlooper. 

The Cuarrman. The committee will come to order, please. 

Will Mr. Healy step forward, please, sir. Have a seat. 

Will you give your name in full for the record and your occupa- 
tion, please. 


STATEMENT OF PATRICK B. HEALY, ASSISTANT SECRETARY, 
NATIONAL MILK PRODUCERS FEDERATION 


Mr. Hearty. My name is Patrick B. Healy. I am the Assistant Sec- 
retary of the National Milk Producers Federation, with offices at 
1731 I Street NW., Washington, D.C. Iam pleased to appear before 
this committee tod: y to present the views of the dairy farmers of this 
Nation. 
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Their views are of paramount importance in the development of 
agricultural legislation because dairying is the largest single segment 
of the American agricultural economy. The yearly cash income from 
dairying is greater than that of all other supported farm commodities 
and almost equal to their total. 

Dairying is a national industry with operations in virtually every 
county of this country. Ninety-five percent of the total investment 
in land, buildings, and equipment required to produce, process, and 
market to consumers milk and dairy products is owned by dairy 
farmers. 

The production and marketing of milk present problems which are 
unique and the most complex in the entire field of agriculture. 

Our crop is bulky. 

It is highly perishable. 

[t must be harvested twice each day. 

It must be marketed every day. 

[ts production varies greatly with the seasons. 

It requires production and marketing methods common only to 
itself. 

For these reasons representation of dairymen requires knowledge 
special to that one field. Therefore, great care must be exercised when 
developing legislative programs which affect this largest segment 
of our agricultural economy. 

It is undoubtedly true that the production and marketing of other 
commodities present unique and complex problems to the people who 
produce and market them. For this reason, we have advocated a 
commodity-by-commodity approach to the solution of the current 
farm problem. 

The dairy farmers of this country, faced with problems which they 
cannot solve individually, have through their local cooperatives organ- 
ized the National Milk Producers Federation and have insisted that 
it represent their views and desires to the legislative and executive 
bodies which develop and administer programs affecting dairying. 

The federation represents solely the viewpoints of dairy farmers. 
Our bylaws require that at least 75 percent of our board of directors 
be active dairy farmers, the remainder being officials of farmer- 
controlled cooperatives. 

The annual membership meetings of the federation are attended by 
dairy farmers from all sections of the United States. At these meet- 
ings national issues affecting dairy farmers are considered and resolu- 
\ions are adopted representing the aggregate views of these dairymen. 

[ would like to digress here from this statement in view of some of 
‘he questioning which I noticed this morning, to show a map which 
indicates where our membership is located. We have members in 
every State in the United States, except Nevada, and these members 
are organized into cooperatives of dairy farmers. 

Senator Youna. Is Land o’ Lakes Creameries associated with you ? 

Mr. Heary. Yes; they are one of our members. 

The Cratrman. Nevada seems to be the only State in which you 
do not have representation. 

Mr. Heary. That is the only State in which we do not have repre- 
sentation. That is correct. 

(The map referred to is as follows :) 
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MEMBERSHIP OF THE 
NATIONAL MILK PRODUCERS FEDERATION 





Dark Areas Indicate Counties In Which 
Almost 500,000 Member Farm Families Reside 


Mr. Hearty. The proposals which follow in my testimony are, there- 
fore, what we in the Federation have been told by our dairy farmer 
members to tell you. These men, the most knowledgeable group in the 
field of production and mar keting of milk in this country, , have devel- 
oped these proposals out of sheer nec essity for immediate assistance. 

We understand that the oral testimony to be presented today should 
be limited to six subjects: Price-support level, parity computation, 
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price-support limitations, two-price systems, surplus disposal, and 
soil bank. 

It is our belief that within the limitations we can discuss necessary 
revisions in current farm legislation. 

First, soil bank: Here again I would like to add this testimony 
was written prior to the introduction of the administration’s soil bank 
bill, which we have not seen and have not had time to analyze for 
ourse ‘Ives or for this committee. 

The Cuarrman. May I suggest that you take a copy of it and give 
us an analysis of it, your view ‘of it, the whole bill, if you will. 

Mr. Heaty. Allright, sir. 


WASHINGTON 6, D. C., January 23, 1956 
Hon. ALLEN J. ELLENDER, 
Chairman, Agriculture and Forestry Committee of the Senate, 
Senate Office Building, Washington, D. C. 
Dear SENATOR ELLENDER: There follows our analysis of 8S. 2949, Soil Bank 
Act, which you requested that we forward to you for inclusion in the record 
of my testimony before your committee on January 18. 


ANALYSIS OF 8S. 2949 


While title I of S. 2949 is designed primarily as a program for cultivated 
crops, its enactment would affect all agriculture. The National Milk Producers 
Federation has given the bill careful study to determine its effects upon dairy 
farmers. The federation believes, however, that the suggestions outlined herein 
would benefit all farmers. 

In subtitle A, section 103, the program should not be limited to wheat, cotton, 
corn, and rice but should be used for removing any agricultural land from pro- 
duction, including pasture. The program should be voluntary. Payments for 
soil-bank acres should be high enough to assure compliance and permit a free 
choice of land use between the variou: crops and between the use of acres for 
agricultural production and for the soil bank. Soil-bank acres could be com- 
puted on the basis of historical land use or on the basis of the reduction of 
allotted acres for wheat, corn, cotton, and rice. 

If the program is voluntary and producers are allowed to decide for them- 
selves whether or not it is in their best interests to comply with the program 
then the following words can be removed from section 103 (c): “unless the 
Secretary determines that it would be in the national interest to permit grazing 
and gives consent therete.” As drafted, a decision on the part of the Secretary 
that would permit grazing could have serious adverse effects upon dairy farmers 
and livestock producers. If soil-bank acres were used for grazing or for hay 
the result would be increased production of dairy and livestock products. 
Briefly, it would transfer the surplus problem of the grain farmer to the dairy 
and livestock producers who already are faced with low prices and with incomes 
which are inadequate. It should be pointed out that the failure to restrict the 
use of acres diverted from the basic crops has contributed to the present high 
production and consequent low price of dairy and livestock products. It should 
c further pointed out that the powers delegated to the Secretary in section 103 
as in many other sections of the bill, are extremely broad. We should like to 
suggest that reasonable guides to the Secretary might properly be incorporated 
in the bill. 

In section 104 it would appear that a different standard should replace the fol- 
lowing: “of wheat, cotton, corn, and rice, respectively, of not to exceed 30 per 
centum of the national acreage allotment established for such commodity under 
the Agricultural Adjustment Act of 1938, as amended.” ‘The goai should be 
sufficiently high to encourage production adjustment to the point where the 
supply can be brought into a reasonable balance with demand at a price level 
equal to, or one that would approach, full parity. Furthermore, it is suggested 
that the limits within which individual farms may participate in the soil-bank 
program should be at the discretion of individual farmers, and that no limit 
should be arbitrarily established by the Secretary. If the rate of payment is ei 
established at the appropriate level, the goal will be attained without such F 
limits. ; 
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In section 105 we would suggest that producers be compensated for partici- 
pation in the acreage reserve program by payment in cash only. If paid in 
cash, farmers can upon their own election, buy stored feed grains from the Com- 
modity Credit Corporation at prices not less than 105 percent of the support level 
of such feed grains, plus reasonable carrying charges. The certificates suggested 
in the draft would accomplish no purpose. Their use would needlessly compli- 
eate the administration of the program and would result in cheap feed, low 
market prices in relation to support prices and induce further production of 
dairy and livestock products. 

If the program is operated on a voluntary basis as we suggest, the major 
portion of the payment should be made at the end of the crop year and for- 
feited by farmers who use soil-bank acres for grazing or hay. 

In establishing the rate of payment an additional factor should be taken into 
consideration. This factor should be the increased cost of producing crops on the 
smaller acreage remaining in farms after setting aside the soil-bank acres. 
These increased costs would be partially depreciation on machinery and per- 
manent improvements and partially caused by spreading the farmers’ own labor 
over fewer acres. Farmers who spend their full time operating their own 
businesses cannot be expected to take a further cut in income from their own 
labor. It is pointless to argue that they should seek supplemental income off 
the farm. 

The last sentence of section 105 can be eliminated if payments are made in 
cash and if the prices of feed grains purchased from Commodity Credit Cor- 
poration are retained at not less than 105 percent of the support price, plus car- 
rying charges. 

Section 106 should be amended in such a manner as to restrict the Commodity 
Credit Corporation from selling feed grains at less than 105 percent of the sup- 
port price for such feed grains, plus reasonable carrying charges. 

Section 106, as drafted, might well result in eventually emptying the Govern- 
ment warehouses, but in turn such procedure could nullify any short-time advan- 
tages the program might otherwise afford farmers. If feed grains are released 
by the Commodity Credit Corporation at low prices to offset acreage reductions 
made by farmers, prices of agricultural products could not advance but instead 
would go down from their present inadequate levels. Furthermore if feed grains 
are sold by Commodity Credit Corporation at prices less than 105 percent of sup- 
port levels, plus reasonable carrying charges, the cheap feed made available would 
again encourage production of dairy and livestock products and thus transfer 
the surplus problem from grain producers to dairy and livestock farmers. The 
low market prices resulting from the proposal would force farmers to market all 
of their current production to the Government and then to purchase their own 
needs for feed grains from the Government. The net results from such an op- 
eration would be a program of direct subsidies to farmers. This would be a com- 
plete departure from the intent of all agricultural programs adopted to date. 
Farm incomes would be measured more and more by the amount of subsidies 
appropriated and less and less by prices established in the market place. 

Section 107 should be eliminated from the bill. This section, if retained, would 
again have the effect of preventing price increases to farmers as long as the Gov- 
ernment held feed grains. It is our opinion that farmers need to have their 
incomes boosted now and that the soil bank was proposed for this purpose. If 
the soil bank is not to result in increased incomes to farmers until the Gov- 
ernment warehouses are emptied, they best know it so that they can propose 
cther remedies. 

Subtitle B, section 109 (a) (4) should read as follows: “Not to pasture the 
acreage established in protective vegetative cover.” This language would suffice 
with a voluntary program under which any farmer could pasture such land only 
by forfeiting the soil-bank payments. Such procedure would again allow farmers 
to make free choices as to land use, depending upon their relative opportunities 
for maximizing their own incomes. 

In section 109 (b) (1), the following should be eliminated: “but not to exceed 
a maximum amount per acre or facility prescribed by the Secretary for the 
county or area in which the farm is situated.” This language is superfluous in 
that it provides for the Secretary to merely place a maximum on an amount pre- 
viously determined by him as being necessary and desirable. 

In section 114 it would seem desirable to outline in the bill, certain standards 
for the Secretary, for the purpose of protecting the interests of tenants and 
sharecroppers. Throughout the bill there appears to be more discretion for the 
Secretary than would seem warranted by the importance of the bill. 
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If the soil bank is expected to result in a higher price level for products of 
American farms, it will require more general use of import quotas under section 
22 of the Agricultural Adjustment Act. It would appear that this problem should 
be recognized and provided for in the bill. Unless import quotas are imposed, the 
reduction in domestie agriculture production can be replaced by foreign produc- 
tion and its impact will make price increases to American farmers virtually im- 
possible. 

In title II, section 202, we would suggest the advisability of determining the 
effect of designating States as outside the commercial wheat producing area. 
If this proposal would mean an increase in wheat production and lower market 
prices in relation to support prices, it might well be eliminated. 

While we heartily endorse the intent of section 204, we would suggest that it 
be amended to make available $75 million for the fiscal year ending June 30, 1956, 
and that the program be spread to include other recipients. 

Section 206 (a) should be amended to restrict the Commodity Credit Corpora- 
tion from disposing of its storabe commodities at less than 105 percent of the cur- 
rent support price for such commodities, plus reasonable carrying charges. The 
provision as written would prevent private storage of grain and would prevent 
market prices from exceeding the support-price level. 

Section 206 (b) should be eliminated. This provision again would lower the 
market prices below support prices and would result in cheap feed and further 
aggravate surplus problems facing dairy and livestock producers. 

Section 4084, “refunds on certain sales to farmers,” should be adopted. 

In summary, while we think that the soil-bank bill has much to its credit, we 
feel strongly that the safeguards suggested should be incorporated. Furthermore, 
we can see little in the bill as written that would offer the much needed relief to 
farmers from the cost-price squeezing facing them this year.. 

Sincerely yours, 
Patrick B. HEALY, 
Assistant Secretary, National Milk Producers Federation. 


The Cuamman. We will be glad to consider that, after we get 
through these hearings, when we proceed to draft the bill for the 
committee. 

Mr. Hearty. The things that we say here about soil bank, we believe 
would apply to whatever bill was introduced because they are the 
things which we consider to be necessary in such a program to protect 
the interests of dairy farmers. 

The CHarrman. Very well; proceed. 

Mr. Hearty. While soil-bank proposals which have been introduced 
are primarily aimed at other than dairy farms, the dairy farmers 
have a distinct and pointed interest in them. We believe that there 
are certain provisions which must be written into any soil-bank pro- 
gram in order to make it effective for the commodities at which it is 
aimed and to prevent its working to the destruction of programs 
are for other products. Our proposals for such a program 
include: 

1. The program must be voluntary. 

2. Payments under such a program must be sufficiently high to 
assure compliance with the program by those who join it. 

Senator Youne. If the payments for the soil bank were high enough, 
would you oppose making it mandatory for past diverted acres? 

Mr. Hearty. What we are afraid of in any mandatory program— 
well, in the first place, again I must say that we have not seen enough 
of the mechanics of the thing to tell exactly how it will work, and 
before we could say that a program should be mandatory, we would 
like to know how it would fit into individual types of farming. 

Our object in these first three proposals is to assure compliance, 
because we know that if the program is gone into and is not properly 
policed, then it will not do what is expected of it. 
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The Cuatrman. Do you not think, however, that if you should 
make the payment that is supposed to be made to the farmer, con- 
ditioned on his carrying out his other programs, that the Congress 
may put on the statute books? 

Mr. Heaty. Certainly. 

The Cuarrman. That is it. 

In other words, if we have a price-support program, let us say 

Mr. Heary. Yes. 

The CHamman. Why do you vot say, to the farmer, “Now, we are 
going to pay you your price supports provided you carry out the 
soil-bank proposals, particularly, the reserve acres” ¢ 

Mr. Hearty. Well, that is the point on which we are just not too 
clear yet. ‘Therefore, we sort of feel that the farmers should have 
the option of choosing either or both programs, instead of both or 
none. 

If the program were mandatory the farmer would have to come 
under both programs or be under none; is that not true? 

The CHarrman. You could make it mandatory for one and optional 
for the other. 

Personally, I believe that the one in relation to the reserve acres, 
the only way to make that effective—if you do not make it compul- 
sory, you might as well forget about it, because the idea there is of a 
temporary nature and to last 2 or 3 years until we rid ourselves of 
these surpluses. 

It is another gadget by which we can prevent ourselves from 
aggravating our surplus problem, as to that phase of it. 

Mr. Heaty. I would say “No” as to that phase of it. 

The Cuairman. Of course, I can see your point of view there, if 
it is not cultivated land, make it optional, and if he does participate 
in it, then to the extent that he does, he would receive payments as to 
what he does. 

Mr. Hearty. There is one other thing that I would like tosay. Later 
on in this testimony, I make a case for a commodity by commodity 
approach to these subjects and we feel that this soil-bank thing is 
aimed primarily at the grain farmers and cotton farmers, and so on 
and we would not like, by what we say or advocate here, to infringe 
upon what they, who know considerably more about their own com- 
modities, might feel about it. 

We do not take a back seat from anybody when it comes to talking 
about milk, but we feel that the grain people probably know more 
about their business than we do. : 

Therefore, we would not like to advocate something here that may 
be opposed to the best interests of that group of farmers. 

Senator Young. That is a reasonable attitude to take. 

Mr. Hearty. Thank you. 

3. Any deviation on the part of the farmers from compliance with 
provisions of the program as it is announced, should result in imme- 
diate and drastic cuts in soil-bank payments. 

The Cuairman. Why do you say “cuts”? Why not eliminate it? 
Why pay them at all? 

Mr. Hearty. We would go that far. 

The Cuamrman. Very well, proceed. 

Mr. Heaty. 4. Cover crops which are sown on banked acres should 
not be harvested nor should pastures placed under the program be 
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grazed because if these practices were allowed the result would be a 
shifting of heavy surpluses from grain, cotton, and other crops to 
livestock and livestock products. 

Ilere, of course, we are interested in the effect that such diversion 
of banked acres would have upon milk production. ‘The dairy farmers 
of this country, faced with serious problems such as those with which 
they have been confronted during the past several years, have main- 
taine 2 supply of their product fairly closely in balance with demand 
for 

When one considers the multitude of individual decisions made by 
the 214 million dairy farmers each year which result in total milk 
production, and further considers just how closely production is 
related to demand for this product, he must become aware of the 
delicate balance which has been struck. 

Therefore, we are constantly alert regarding diversions of acres and 
feed from other programs which might adversely affect the slight 
ee now existing. 

. There must be included in any soil-bank program, protection 
ag inst imports which would re pl: ice crops not grown because of 
banked acres. It would certainly benefit no one in this ¢ ountry to pay 
farmers to take acres out of production on one hand and on the other 
hand to permit the country to be flooded with produce of other lands. 

Senator Youne. I think you are touching on something that is 
very important. If the farmers of this Nation are required to take out 
of prodeene additional acres, maybe 30, 40 million acres, it would 
do no good if to the north of the United States, Can: ida, keeps on 
reid ing all of the grain they are now, with no reduction program 
al dumping that feed on us at cheap feed prices. 

Mr. Heary. That is right. That is what we call to your attention 
right here. 

Senator Young. Do you think some provision should be written in 
the bill itself to assure something on that? 

Mr. Hearty. It may not be necessary, so long as the Congress, as it 
did during the first session, continues to maintain vigilance over our 
import restrictions, the quantitative restrictions, for instance, that we 
have in dairy under section 22 of the AAA Act. 

Senator Youna. For the last 5 years we have imported more than 
half a billion bushels of feed grain and practically all from Canada 
alone. None of it was needed, we produced all we needed ourselves. 

I do got think we should stop a country like Canada from exporting 
things to us, but, certainly, we should not permit them to increase 
their farm exports to us, at a time when we are further reducing our 
own production. 

Mr. Heary. That is correct. 

Then further, if because of some international diplomacy in which 
the Government wishes to engage, it is felt that it is wise to import 
products from certain countries in order to gain dollar credit for 
them, that may be well. 

But, certainly, the farmers of the Nation should not foot the entire 
bill for it, as they would, should restrictions be lifted. 

The Cuamman. What would be your method of handling that, by 
import quotas, or tariffs ? 
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Mr. Heary. Here again I speak only for milk, and we are satisfied 
with the quantitative restrictions we now have under section 22 of the 
AAA Act. 

Senator Youne. On the other hand, if you import a lot of feed 
grains and keep on importing them and feed grain prices are below 
support levels in my area, we will keep on increasing dairy production 
as we are now. 

Mr. Hearty. We view that with mixed feeling, too. We like cheap 
feed but we can see into the future when this cheap feed will create 
additional surpluses. 

Senator Youn«e. In Lowa, the cattle numbers, as I recall, are up 
25 percent in the past 4 years. 

In my own State they are up 31 percent, largely because of an 
abundance of cheap feed. 

If we are going to keep on with this cheap-feed policy, we will never 
solve our surplus problems. 

Mr. Hearty. We recognize that, and view it with some alarm. 

The CHatrMaAn. Proceed, sir. 

Mr. Hearty. With the safeguards which we have suggested above 
included in a soil-bank program it is our belief that a sound soil- 
fertility program can be developed. 


PRICE SUPPORT LEVEL 


During the coming marketing year the price of manufacturing milk 
should be supported at not less than $3.75 per hundredweight without 
regard to parity calculations. 

It was at this eal that support operations were carried out through 
the marketing year March 31,1954. During this period dairy farmers 
realized returns somewhat in line with their cost of production. 

The Caiman. What percent of parity would that be? 

Mr. Hearty. It would be—now, it is pretty hard to say because there 
are several ways of calculating parity. 

The Cuairman. Well, the way we do it, the way the Department 
of Agriculture does it. 

Mr. Hxay. It would be about 90 percent, the way the Department 
does it. 

The Cuarrman. What is the butterfat content? 

Mr. Hearty. Well, for 3.95 milk; yes, sir, that is it. 

That is the national average. 

Senator Ture. I think it would be well if the record reflects how 
you arrive at your parity figure and how the Department of Agricul- 
ture arrives at its figure; otherwise, the two statements are in conflict. 

Mr. Heary. Senator Thye, this is the dollar level at which milk was 
supported prior to April 1954. And as I say here, it was at this level 
that the support operations were carried out through the marketing 
year ending March 31, 1954, and during this period dairy farmers real- 
ized returns somewhat in line with their cost of production. 

That is why we have chosen that figure. 

Senator Ture. That is right; and you go on and state that— 
the current support program of 75 percent of parity or $3.15 per hundredweight 
for manufacturing milk— 
that was the next line 

Mr. Heaty. Yes. 
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Senator Tarr. And the Department contends that they are paying 
more than 75 percent. 

Mr. Hearty. That is correct. 

Senator Tuyn. That is what I was trying to get you to give an 
explanation for. How does the Department hold a figure that is 
higher than your 75 percent ? 

Mr. Heary. All right. Through April of 1954, the Department 
used a manufacturing milk parity equivalent of 88.5 percent. That 
parity equivalent is the relation of manufacturing milk, the price of 
it, to the price of all milk sold at wholesale. 

This equivalent factor was developed from a base of 30 months 
between July 1946 and December 1948. That was a free market period 
after the end of price controls, and before price supports became 
operative. . 

In April of 1954, the Secretary of Agriculture redesigned his for- 
mula for computing the manuf: vcturing milk parity formula by add- 
ing years beyond 1948, to his base data. 

It resulted, first, in a depreciation of this factor to 84.1 percent of the 
price of all milk sold at wholesale, and then later it reduced its worth 
to 83.7 percent. By decreasing the parity equivalent and at the same 
time keeping the dollars and cents unchanged, it can be made to appear 
that dairy farmers are receiving a higher and higher percentage of 
parity but no increase in the support price. 

The way these prices are computed, they first arrive at a parity for 
all milk. That is now $4.63. They then apply this parity equivalent 
factor for manufac turing milk, for which the Department now uses a 
igure of 83.7 percent. 

They then apply the level of support which is now 75 percent and in 
April of 1954 when they first dropped support prices, the 88.5 per- 
cent was still applicable, and the 75 percent applied to that, gave us 
$3.15 per hundred for manufacturing milk. 

In 1955 they did not recompute. Had they done so, it would have 
been somewhere below $3. 

We in the federation talked to Jim McConnell, the Assistant Secre- 
tary of Agriculture, and got from him a commitment under which he 
would use the dollars-and-cents level instead of recomputing a dollars- 
and-cents level. 

Senator Ture. They are not at 75 percent. In other words, they are 
back up from the support figure of 75 percent. If they had remained 
at the minimum at which they placed it when it was lowered 

Mr. Hearty. That is right. 

Senator Tuyr. In 1954, then you would have had less than $3 for 
your milk. 

Mr. Heary. That is right. I have computed them here. 

Senator Tyre. In some areas, I mean the surplus producing areas, 
they are not realizing $3 a hundred now. 

Mr. Hrary. No; these are national averages. 

Senator Ture. It includes these so-called Government-controlled 
major markets? 

Mr. Heary. That is right. 

Senator Ture. Where you have a Federal order in existence that 
stipulates what the price to the producer shall be, and then, of course, 
your distributor governs what the consumer will be charged per quart. 

Mr. Heatry. Yes. 
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Senator Ture. And there was very little downward reflection in the 
price per quart of milk? 

Mr. Hearty. That is right. 

Senator THye. Even though the supports dropped from the 90 to 75 
percent in 1954. 

Mr. Heaty. Correct. 

Senator Ture. It did not reflect in the consumers price, but a very 
small reduction in most of these major markets ? 

Mr. Heary. That is correct ; they did not. 

Senator Tuyr. Thank you. 

The Carman. What you are really asking for is a fixed price of 
$3.74 to all milk producers, no matter where they are located. 

Mr. Hearty. That is right for manufacturing milk. 

The Cuarrman. And it is to remain that, and the only way it would 
be upped is if the parity formula would make it rise. 

Mr. Hrary. That is correct. We are asking for it during the com- 
ing marketing year, just starting next April. 

The reason for that 

The CHatrMan. You say this is the average price paid all through 
the country ? 

Mr. Hearty. For manufacturing milk; yes, sir. 

The CuarrMan. $3.74? 

Mr. Heaty. No, no; that was prior to the reduction in supports in 
1954. That was the level at which the Department supported milk 
prices when they were supporting them at 90 percent of parity. 

The Cuarrman. What is the average price now? 

Mr. Heaty. The average price now is just above $3.15. 

Had the Department not continued its dollars-and-cents support 
level through the 1955 marketing years and had they recomputed 
parity as they are allowed to do under current legislation, the support 
level now would be $2.91 instead of $3.15, which means another 25 
cents or 24 cents, or somewhat over $200 million out of the dairy 
farmers’ pockets. 

The CuHairman. How would this price fixing affect the amount that 
is now being received through marketing agreements? Would it 
have the tendency of upping it? 

Mr. Heaty. We think very little, Senator. 

The Cuairman. But it would; do you not think it would? 

Mr. Heaty. No; I don’t think to any appreciable degree; no, sir; 
I don’t. Certainly, the reduction in supports did not affect the pro- 
duction of milk as was anticipated. 

The CrHairman. The sliding scale made you produce more, did it 
not? 

Mr. Heary. That is correct. That is correct. 

The Carman. That is what the record shows—almost 2 billion 
pounds more, as I remember the figures, or a billion and three- 
quarters. 

Senator Ture. It is on the increase, Mr. Chairman. 

Mr. Heaty. It is on the increase. 

Senator Ture. Indeed it is, and as long as cheap feed is there, it 
will increase more and do not ever think but what it will. You go 
out into any dairy barn, you will find too many heifer cows out there 
to indicate anything but that; as long as you have cheap feed, you will 
have more milk. 
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Mr. Heaty. That is correct. That, connected with the cheap price 
for cull cattle which does not allow the farmer to cull his herds prop- 
erly, and thereby keep production down. 

The Crarman. Have you folks devised any way by which you 
could curtail the production of milk, if you are given a fixed price? 

Mr. Heraty. No, sir. 

The CuHarrMan. Have you ever worked on it ? 

Mr. Herary. Yes, sir. 

The Cuarrman. In other words, why should you come to your Gov- 
ernment and ask that it support your milk at so much, if we do not 
have some way by which we could curtail the production of that milk? 

Mr. Hearty. We have worked on that as hard as we have worked 
on anything that has come to our attention. We have had committees 
that have worked on it, composed of men knowledgeable in their fields 
for 2 years, and they can arrive at no way to impose production con- 
trols that will control a 3-percent surplus. 

Mr. Chairman, we are not dealing here with the basics which run 
to 25 or 40 or 50 percent surplus production each year, which can be 
controlled down to maybe within the surplus we are producing. But 
when you try to control surplus, to cut off 3 percent or 21% percent, 
it is very difficult to do and still maintain your adequate supply of 
milk. 

The Carman. Suppose you had a continuation of this cheap feed 
that you speak of, and then fix your price at $3.74, how much more 
would you increase it? You would keep every old cow that produces 
half a gallon of milk, 4 or 5 pounds; you would be tempted to keep 
them. 

Mr. Heary. I do not think that the difference between $3.15 and 
$3.74 would have that much effect upon milk production, because 
that much—that 60 cents or 59 cents, is certainly needed to keep the 
farmer producing at all. He is at the place now where he over the 
country is losing money. 

The Cuamman. You mean manufacturing milk of the farmer be- 
cause we went in the Northeast and that does not happen to be the 
case there. 

Under marketing agreements they seem to be faring pretty well and 
we found that to be the case in and around Oregon and also in the 
South. 

Where you get into marketing agreements, you sell most of your 
milk in a raw or fluid state at more or less a fixed price. There is no 
complaint. How many States are really affected ? 

Mr. Hraty. Every State is, Senator, because the fluid-milk price, 
the class 1 price, rests upon this support level. 

The CaHamman. That is what I asked you awhile ago, if you fixed 
it at $3.75 it is bound to increase it; will it not ? 

Mr. Hraty. It will increase the price of all milk. 

The Cnamman. Why, sure, it will. 

Mr. Hearty. But I do not think it will increase the production of 
milk, no more than the reduction in 

The Cuamman. When I asked you a moment ago about the effect 
it would have on increasing it, I was speaking not of the production 
but the price-— 

Mr. Heaty. Excuse me, I thought you were talking about produc- 
tion. 
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The Cuarrman. The question I meant to ask you was, what effect 
would fixing the price of manufacturing milk have on the consumer 
prices for fluid milk in an area where you have these marketing 
agreements ¢ 

Mr. Hearty. Well, it will probably have a direct effect on it but it 
should not. There was no effect on the consumer prices when farm 
prices were reduced in 1954. There was no effect on consumer fluid- 
milk prices, but there probably will be an effect from any increase in 
farm milk prices. 

The CruairMan. Would that not be a way to control the production 
of milk if this committee should decide to provide for supports, in 
saying to a farmer, “Now, if you milk a cow that does not produce so 
much milk, that is uneconomical; if you keep a cow of that kind, why 
you do not get the support”—-would that not be a way to do that, be- 

cause it is my judgment that unless we find some way to curtail pro- 
duction, to keep your supply and demand in line, why we will get into 
a lot of trouble as we have in the past. 

That was one of the main reasons why the Congress at first gave 
preference to the basic crops in providing support prices, because 
you could first curtail the production through acreage allotments, and 
you could store the commodity. 

Mr. Heary. Yes. 

The Cuairman. Those are the two principles that we always have 
inmind. We got into trouble when we proceeded to support commodi- 

ties that were perishable and that were not readily controllable, or were 
subject to being stored only for a while. 

Mr. Herary. Again, I can only say that the dairy farmer is not 
categorically opposed to production controls, if one could be found 
that was workable within the small tolerance of production that they 
would have to work on. That is really where the problem begins. 

The CHarrMan. Proceed, sir. 

Mr. Hearty. The current support program of 75 percent of parity 

$3.15 per hundredweight for manufacturing milk has failed to 
accomplish either of the objectives which it was claimed would re- 
sult from lowering the support price the full amount permitted by law. 

The Cuarrman. Are we to understand that the cost to the farmer 
of producing milk since the time that you say you were receiving a 
fair price, has not increased ? 

Mr. Hearty. No. 

The CHatrrman. The cost of producing? 

Mr. Heary. The cost of producing has gone up, but we think—well, 
let us say he is better off at $3.75 than at $3. ‘15. 

The Cuareman. You would settle for that ? 

Mr. Herary. Yes, sir. 

The CHarrMan. Goahead. I understand. 

Mr. Hearty. These objectives were a reduction in production of milk 
and an increase in its consumption. In 1953 under 90-percent sup- 
port levels production was 121.2 billion pounds of milk. 

In 1954 when support levels were dropped to 75 percent, production 
rose to 123.5 billion pounds, This record production continued 
through 1955 under the 75-percent support level, reaching an all-time 
peak of 124.5 billion pounds. 

The United States Department of Agriculture estimates that 1956 
production under the current support program will run from 126 to 
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127 billion pounds. We therefore can see that the first objective of 
reduced supports was not obtained. 

In 1952 when milk supply and demand were in relative balance, 
the domestic commercial per capita consumption in milk equivalent 
was 688 pounds. In 1953 the per capita consumption declined 2 
cent to 674 pounds and since that time has recouped only about one-half 
this loss. 

Certainly, these per capita consumption figures do not justify the 
tremendous cost to the American dairy farmers of the reduction in sup 
ports which has amounted to about $600 million per year. 

While it is true that there is considerable more milk being consumed 
now than heretofore it can be accounted for since 1953 as follows: 4.2 
billion pounds are consumed by the increase in population that has 
accrued since then; 2.4 billion pounds go into the special school-milk 
program and into the Armed Forces and veterans’ milk programs and 
into domestic donations and Government sales at reduced prices. It 
is through these two outlets that we are keeping more in line with 
production than we did heretofore. 

It is our belief that reduction in support prices did not accomplish 
what it was designed to do. It is our further belief that an increase 
in prices paid farmers for milk would not materially affect production 
or consumption. 

Therefore, the return to $3.74 support level could provide badly 
needed assistance for the farmer without materially increasing Gov- 
ernment burdens in price-support operations. 

Senator Tuyr. That would not necessarily affect the entire total 
production of dairy production in the United States—that increase. 
Returning to the figure you have just cited, it would only take in the 
milk produced in the surplus areas, because your milk markets here 
in the East, the South, like Memphis, Tenn., and so forth, they are 
paying that amount and plus that amount at the present time. 

Mr. Hearty. That is correct. 

Senator Ture. So that it would only affect the area where the 
surplus milk is produced and where it has to go into manufacture, 
om as butter, cheese, powdered milk, casein, and other byproducts? 

Mr. Hearty. That is not the complete story. 

Senator Turn. It is not? 

Mr. Hearty. Because this manufacturing milk price in some way 
goes into almost every class 1 formula—most formulas include a 
Chicago butter, powder price, or a price from 18 condenseries, or in 
some way this manufacturing milk price is included in almost every 
class 1 formula. 

Senator Ture. The condensery would be surplus producing area? 

Mr. Hearty. Yes. 

Senator Tyr. Anything that goes into a condensed can is not fluid 
milk ? . 

Mr. Heary. That is correct. 

Senator Ture. I was speaking about the fluid milk under a Fed- 
eral order, and that constitutes a big percentage of your total overall 
milk. 

Mr. Heary. Yes, sir; that is correct. 

But the formula for arriving at the class 1 price under the Federal 
orders generally includes as a factor the manufacturing milk price. 
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So any change in manufacturing milk levels, support levels, or pay- 
ing prices, immediately changes the price in class 1 markets. 

Senator Ture. That is rather slow in its application. 

Mr. Heaty. Well—— 

Senator Tuyer. Yes, it is. 

Mr. Heary. It does affect it. 

Senator Tuyr. It is not automatic. 

The Cuarrman. But does not the formula in various milksheds 
differ to the point where there is a difference in the price paid for milk 
that is used for manufacturing purposes ? 

Mr. Heaty. Yes, sir. 

The Cuarrman. Do you know what the average of that is in the 
milkshed, or can you tell us? 

Mr. Heaty. I can’t; I will be glad to supply it for the record. 

The CuHarrMan. Suppose you furnish for the record what that dif- 
ferential is in all of the milksheds, if you have it and it is not too 
much trouble. 

Mr. Hearty. We will give it to you. 

(The information to be supplied is as follows :) 


WASHINGTON, D. C., January 23, 1956. 
Hon. ALLEN J. ELLENDER, 
Chairman, Agriculture and Forestry Committee of the Senate, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR ELLENDER: There follows the information on methods of determi- 
nation of class I milk prices which you asked that I submit for inclusion in the 
record of my testimony of January 18 before your committee: 


1. Methods of determination of class 1 prices 


The price for class 1 milk is based directly on the values of manufacturing 
milk in 56 of the 64 Federal milk marketing orders in effect January 1, 1956. 
Markets in which class 1 prices are based on manufacturing milk values are: 


Akron Fort Wayne Quad Cities 
Appalachian Fort Smith Rockford-Freeport 
Austin-Waco Kansas City St. Louis 

Black Hills Knoxville San Antonio 

Cedar Rapids Lima Shreveport 

Central Arizona Louisville Sioux City 

Central Arkansas Memphis Sioux Falls-Mitchell 
Central Mississippi Milwaukee South Bend-La Porte 
Central west Texas Minneapolis-St. Paul Stark County 
Chicago Muskegon Texas Panhandle 
Cincinnati Nashville Toledo 

Clarksburg Neosho Valley Topeka 

Cleveland North Texas Tri-State 

Columbus Oklahoma City Tulsa-Muskogee 
Corpus Christi Omaha-Lincoln-Council Upstate Michigan 
Dayton-Springfield Bluffs Wichita 

Detroit Ozarks Wheeling 

Dubuque Paducah 

Eastern South Dakota Puget Sound 


In the Federal order regulating the handling of milk in Philadelphia, manu- 
facturing milk values are used as one of several economic factors in determining 
the class 1 price. 

In some Federal order markets the class 1 price is not directly related to 
manufacturing milk values but is related to certain local economic factors such 
as changes in per capita disposable incomes, and changes in the general level 
of wholesale prices. Experience in markets with this type of formula indicates 
that while class 1 prices are not directly related to manufacturing milk values, 
class 1 prices in these markets tend to move in general alinement with such 
values. Markets with economic type class 1 formulas are: Boston, Fall River, 
Merrimack Valley, New Orleans, New York, Springfield, and Worcester. 
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2, Class I differentials 

Specified differentials are added to manufacturing milk values in calculating 
the class 1 price in orders where class 1 prices are based directly on manufac- 
turing milk values. These differentials are added to account for the additional] 
cost of producing grade A milk, for the additional cost of transporting fluid 
milk to city markets and other economic factors which influence the price of milk 
for city markets. These differentials are designed to equate supply and demand 
for inspected milk in a market. In recent years many of the class 1 pricing 
formulas have been amended to incorporate a supply-demand adjuster which 
operates automatically to reduce the elass 1 price when supplies are excessive 
and to raise the class 1 price when supplies are inadequate in relation to market 
requirements, 
3. Surplus prices 

Prices for milk in surplus classes are based on manufacturing milk values in 
all Federal orders. 

Sincerely yours, 
Patrick B. HEALY, 
Assistant Secretary, National Milk Producers Federation. 


Senator Tuyr. Thank you, Mr. Chairman. 
SURPLUS DISPOSAL 


Mr. Hrary. This Congress should be commended for having en- 
acted legislation under which the huge accumulation of surpluses 
could be reduced. F urther, the Secretary of Agriculture has begun 
to use that legislation most advs untageously. 

The utilization of surpluses is ‘of extreme importance to every 
farmer in this country. It is the constant threat of these surpluses 
hanging over the market which depresses his prices. The continuing 
availability of Government stocks of dairy products has pinned mar- 
ket prices to the support level. It is of extreme importance to reduce 
these surpluses and eliminate them as quickly as possible. 

The programs currently in operation which have done so much to 
reduce surpluses are the national school lunch progr am, the special 
school milk program, the Armed Forces and Veterans’ Administrs 
tion authorization for milk, and the welfare and relief distribution 
programs in this country and abroad. In total, these programs have 
moved tremendous quantities of milk and its products out of Govern- 
ment warehouses into channels of distribution where milk is needed 
and can be put to its best use. 

We urge the continuation and expansion of all of these programs 
to the extent necessary to completely reduce Government holdings of 
dairy products. 


THE NATIONAL SCHOOL LUNCH PROGRAM 


At its inauguration, the national school lunch program received 
9 cents per lunch in Federal cash assistance. This program has been 
extended to include so many more children that current Federal 
expenditures per lunch amount to 4.4 cents. 

It is our belief that an increase in operations under this program 
would result in the general benefit of all those connected with it. 
Therefore, we recommend that departmental operas. iations for the 
national school-lunch program be increased to allow for expansion. 
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SPECIAL SCHOOL-MILK PROGRAM 


The special school-milk program is operated under an authoriza- 
tion contained in the 1954 amendment to the Agriculture Act of 1949, 
authorizing the Secretary of Agriculture to spend up to $50 million 
per year for 2 years to increase the consumption of milk in nonprofit 
schools of high-school grade and under. 

We understand that this year, unless additional authorization is 
given the Secretary of Agriculture, the program must be curtailed 
in many States. We are, therefore, urging that this authorization 
be extended for at least 2 years beginning July 1, 1955, and that author- 
ization for these 2 years be increased to $75 million. 

The Cuarrman. I think that is the recommendation made. 

Mr. Heaty. Yes,sir. 


ARMED FORCES AND VETERANS’ ADMINISTRATION PROGRAMS 


Under an arrangement male by the Armed Forces and the Com- 
modity Credit Corporation a program was developed under the au- 
thority of the 1954 amendment to the Agricultural Act which ‘in- 
creased consumption of milk by the Armed Forces and veterans by 
nearly one-half billion pounds this past year. 

This program has been eminently successful, and the people who 
developed it are to be highly commended for using this means to 
reduce surpluses in such a way as to benefit members of our Armed 
Forces. We urge continuation of this program. 

That, I understand, is to expire in June of this year. 


WELFARE AND RELIEF DISTRIBUTION PROGRAMS 


The welfare and relief distribution programs both here and abroad 
have accounted for the disposal of great quantities of surplus dairy 
products. Authorizations made by this Congress which allow the 
expenditure of CCC funds for packaging and transportation have 
added immeasurably to the effectiveness of the programs. 

These authorizations should be continued and the Secretary of 
Agriculture should be encouraged to use outlets such as these for 
surpluses whenever they occur. 

The authority of the Secretary of Agriculture to dispose of surplus 
agricultural commodities in the best manner he sees fit expires on 
March 31, 1956. We believe that authority should be extended. 


PARITY COMPUTATION 


Should milk prices continue to be set by formula rather than by 
dollars-and-cents levels it will be necessary to spell out in the act 
methods for computing support levels. At the present time, dairy- 
support levels are computed by arriving at parity for all milk sold at 
wholesale, then arriving at the parity equivalent for manufacturing 
milk and then applying the support level. 

Through April 1954 the parity equivalent factor was 88.5 percent 
of all milk sold wholesale, thereafter the parity equivalent was com- 


puted at 84.1 and still later at 83.7 percent. 
64440—56—pt. 813 
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The original manufacturing milk price was arrived at by using 
as a base the 30 months between July 1946 and December 1948, and 
calculating the difference between prices paid for all milk and prices 
paid for manufacturing milk. 

The Secretary of Agriculture, at that time, 1949, committed to dairy 
producers that this free market period established a fair and equitable 
ratio against which future prices could be computed under the 1949 

Agricultural Act. The dairy farmers of this country accepted this 
calculation and commitment as a commitment from the Department 
of Agriculture. 

We therefore propose that the parity equivalent for manufacturing 
milk be established by law at 88.5 percent of the parity price of all 
milk sold at wholesale. 

SELF-HELP 


As was pointed out at the beginning of this testimony, the things 
that are being presented here today are what we have been instructed 
to tell you by our dairy-farmer members. The program in which they 
have greatest interest is the federation’s self-help plan, which was 
de veloped several years ago by dairy farmers as their answer to the 
Secretary of Agriculture’s request for assistance in developing new 
price-support programs. 

The self-help program of the National Milk Producers Federa- 
tion is the dairy farmers’ long-term price-stabilization approach. 
This program meets all of the requirements imposed by the complex 
system of producing and marketing milk and takes into account the 
bulkiness, perishability, and need for daily marketing of milk as well 
as the wide and frequent fluctuations of prices paid farmers. 

In essence, the plan provides for— 

The selection by dairy farmers of nominees from which a 15- 
member board would be appointed by the President. 

The establishment, by the board, of stabilization levels at which 
the price paid farmers for milk and butterfat would be supported. 

The levying of market-improvement assessments on all milk and 
butterfat sold in commercial channels, such assessments to be used to 
defray cost of program operation. 

The Cuarrman. Who would levy those assessments? the board ? 

Mr. Heaty. The board; yes, sir. 

The CHarrman. That is the proposal that would give legislative 
power to this board. And, as I understand, you would need a fund 
of about $500 million to carry the program on? 

Mr. Heaty. No, sir; we would need authority to borrow up to $200 
million. 

The CuatrMan. Borrow from whom? 

Mr. Hearty. From the Commodity Credit Corporation. 

The CoarrmMan. With what security, just an I OU? 

Mr. Hearty. No. When the need for borrowing was there, we 
would have commodities to pledge against it. 

The CHarrman. I thought the program called for a $500 million 
amount ? 

Mr. Heaty. It did, and we have recalculated what safety factor we 
need and have agreed that the bill which is currently before this com- 
mittee, be amended to reduce that to 
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The CuatrMan. $200 million? 

Mr. Heary. Yes, sit 

The CHarrman. You say that commodities would be offered 
security. 

Mr. Hearty. Yes, sir. 

The CuatrmMan. On what basis of value ? 

Mr. Hearty. Well, on the basis 

The CuarrmMan. Market value? 

Mr. Hearty. Market value. 

The CHatrMan. In other words, it would be another way to sell to 
the Government: would it not? 

Mr. Hearty. No. 

The CHatRMAn. You can’t sell it? 

Mr. Heaty. Because the whole purpose in eng 
oram is to get rid of those surpluses. 

The Cuarman. I know, but you do not get rid of them if you use 
Government money to take them over. You keep them yourself; do 
you not ¢ 
~ Mr. Heary. The only reason that we need that borrowing authority 
is so that if the program became operative before these stabilization 
fees accrued to the extent to allow us to purchase, we could have some 
money available to us to conduct our operations until the fees that we 
collected caught up to what we had spent. 

It is quite probable that we would need to borrow no money, and it 
is also not only probable but estimates which have been made of the 
operation of this program show us that after the first year, at the end 
of the first year, we would have collected enough in fees to pay for 
whatever we had bought. 

There is no intent, nor would there be any purpose in buying these 
things to hold over the market as they have been held over the market 
here for the last 3 years. 

The Cuamrman. Your original proposal must have been refined a 
lot, because it was a little different. 

Mr. Heaty. Yes, sir; there will be some amendments coming, prob- 
ably, before this committee we hope this year, including that. And 
this next point that I have in here in which we place this program be- 
fore a farmer referendum, before it becomes operative. 

The Cuarmman. What jurisdiction, if any, would the board have 
over these marketing agreements or the ability of the farmers it 
the milkshed to enter into it if they desire it? 

Mr. Heaty. None whatsoever. 

The Cuatrman. This would apply to what then / 

Mr. Hraty. This would apply only to the amount of milk and its 
products which would not find a place in the market. It would 
function probably quite similarly to the way CCC functions with 
dairy products today. 

The Cuamman. In other words, you think you can do a better 
job than CCC then? 

Mr. Hmaty. Yes, sir, we know we can. 

The Cyaan. If a program of that character were to be incor- 
porated into a bill, then you would not ask for this support of $3.74? 

Mr. Heaty. No, sir. 

The Cuarrman. All right. 
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Mr. Hearty. This program is what we want most. These other 
things that we have been talking about are what we would like to 
have until we can get this program of self-help. 

The Cuarrman. Were you through with your statement? 

Mr. Heary. Just about. 

Senator Taye. He has only one paragraph left. 

The Cuarman. Will you let him get through? 

Senator Tuys. Yes, indeed. 

The Cuarrman. You might get through with it first. 

Mr. Heary. 4. The immediate utilization of surpluses through 
disposal programs, both here and abroad. 

5. A referendum under which dairy farmers themselves will ap- 
prove or disapprove of the plan. ; 

The Cuarrman. Would you contemplate that the Congress main- 
tain the school-lunch program, the armed service program, if this 
goes into effect ? 

Mr. Hearty. Yes, sir. 

The Cuairman. You want that, too, to dispose of it? 

Mr. Hearty. We think that the Armed Forces program and the 
school-lunch program and the school-milk program have benefits 
far beyond surplus disposal—their worth as surplus disposal matters. 
The very fact that there are some 10 to 15 million children getting 
milk in the schools that did not get it before is worth something. 

The CuatrMAn. Yes. 

Mr. Heary. Dairymen all over the United States realize that the 
National Milk Producers Federation’s self-help plan will eliminate 
consumer criticism of Government expenditures for dairy price sup- 
ports because it is financed and administered by themselves through 
their representatives. 

They further realize that it will make possible better returns to 
dairy farmers for the milk and butterfat which they produce because 
it will substitute for the current policy of minimum allowable sup- 
ports a policy of higher and more realistic support levels consistent 
with the national and agricultural economy. 

It is our hope that dairymen in this country can receive immediate 
assistance to offset their current difficulties until such time as this 
committee and the Congress see fit to approve their prime request 
for self-help. It is under self-help that dairy farmers everywhere 
realize that they can again bargain in a free market for a fair and 
profit-returning price for their milk. 

The Cuamman. Thank you, Mr. Healy. Are there any questions? 

Senator Tyr. The question I wanted to ask of Mr. Healy is just 
how would the self-help plan be administered so as to raise the market 
and give the dairy producer a better return. You are not going to 
control the production. That, I take it, is true. 

Mr. Heaty. No, there is not to be a production-control program 
other than the stabilization fees. 

Senator Tuyr. Well now then, how do you propose to control pro- 
duction by the stabilization fee? 

Mr. Hearty. We think that dairy farmers, knowing that they will 
have to pay increased fees for any surpluses which they do produce 
will not gear their production ahead for 3 or 4 years as is required to 
do to raise production substantially—will not sit down and figure 
out ways to increase production so their fees will go up. 
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Senator Toye. How do you propose to establish what the producer 
is now producing in order to determine whether he is in violation of 
increasing the surpluses ? 

Mr. Heaty. Well, there would not be a quota assigned to each pro- 
ducer. The stabilization fee would be the board’s estimate of the 
cost of maintaining prices at a certain level during the coming year, 
and if we know milk production is going up, we know we will have 
to take more off the market; therefore, we know it will cost us more 
and the fee will go up. 

And we feel that dairy farmers can be educated as to the costs of 
overproduction when they realize that such overproduction will bring 
about an increase in their fees to the extent that it just does not pay. 

Senator Tuyr. Do you think you would get complete compliance 
and full cooperation right across the Nation ? 

Mr. Hearty. Yes, sir. 

Senator Ture. You have nothing mandatory—if your self-help 
plan is financed there is nothing mandatory to enforce it, is there? 

Mr. Heaty. Yes, sir, that is in the legislation. The first processor 
of milk, the first purchaser of milk must deduct this stabilization fee 
from the price he pays the farmer. 

Senator Ture. He deducts, but it is not any restrictive thing. You 
do not put a poundage limitation or a poundage quota on it? 

Mr. lense: No. 

Senator Ture. You just assess a fee against him and against that 
product ¢ 

Mr. Heatry. Yes, sir, the same fee would apply to everyone who sold 
milk. 

Senator Turse. Suppose you got compliance in two States and the 
third one said, “No, I am going on my own,” then what would you do? 

Mr. Heaty. The legislation as now drafted precludes that. The 
farmer, once he by referendum votes this thing in, must comply with 
it, because when he sells his milk to the first purchaser, that purchaser 
deducts the stabilization fee from the price paid the farmer. 

Beyond that there is no compliance. There is no compliance by the 
farmer which is required. 

Senator Ture. That is all, Mr. Chairman. 

The CHarrMAn. Suppose he sells it direct to the consumer? 

Mr. Hearty. Well, there are some few direct producer-distributors 
in this country. They are getting fewer and fewer all of the time. 

It is conceivable that some few of those people could withhold 
the fee. 

The Cuarrman. Would the board have any authority to enact rules 
and regulations to prevent what I am talking about, that is, to prevent 
farmers from selling directly to the consumers? 

Mr. Hearty. No, no. 

The Cuatrman. So you would not have complete control then of 
all of the milk produced ? ; 

Mr. Heaty. No, but we would have virtually complete control. 
Well over 99 percent of the milk is sold commercially in such a man- 
ner that control would be there. 

The Cuarrman. All right, thank you, Mr. Healy, very much. 

Mr. Heaty. Thank you. 

The Cuatrman. Next we will hear from Mr. Shuman of the Ameri- 
can Farm Bureau Federation. Please step forward and give your 
name and occupation for the record. 
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STATEMENTS OF CHARLES B, SHUMAN, PRESIDENT; JOHN C. LYNN, 
LEGISLATIVE DIRECTOR; AND FRANK K. WOOLLEY, LEGISLA- 
TIVE COUNSEL, AMERICAN FARM BUREAU FEDERATION 


Mr. Suuman. My name is Charles B. Shuman. I am president of 
the American Farm Bureau Federation. We have a statement to 
present copies of which I believe you have. 

The Cuarrman. Proceed. 

Mr. Suuman. The American Farm Bureau Federation appreciates 
this opportunity to discuss with you the important subject of national 
farm price support and production adjustment programs. 

In line with the chairman’s request, we are limiting our comments 
primarily to the following items: Market promotion and surplus 
disposal, surplus reduction and soil bank, multiple-price plans—wheat 
and rice, the Agricultural Act of 1954, support and adjustment pro- 
grams. 

For the record, I would like to state that the Farm Bureau is the 
largest general farm organization in the United States. Our member- 
ship has increased in each of the last 17 years, and is still growing. 
At the close of our last fiscal year, November 30, 1955, we had 1,623,222 
paid-up member families in 48 States and Puerto Rico. 

We are for farmers getting the highest possible net farm income 
in sound dollars. All aspects of our broad Farm Bureau program 
are designed to be consistent with this objective. 

Our members have no illusions that their interests are adequately 
protected by price guaranties alone. They fully understand that the 
volume that can be sold and the costs that must be paid are more 
important in obtaining high per family real income than Government 
support prices. 

The recommendations we desire to present to you represent the best 
thought and the mature judgment of the Farm Bureau membership 
as developed through an intensive policy development program, which 
features individual member participation, and includes study, dis- 
cussion, and the development of policy recommendations at local, 
county, and State meetings. 

The recommendations thus developed through discussion and debate 
by Farm Bureau members throughout the country were considered by 

national resolutions committee made up of representatives from 
every State farm bureau. They were then considered further, 
amended, and adopted by the elected voting delegates of the member 
State farm bureaus at our 37th annual meeting in Chicago this last 
December. 

Our current farm problem arises out of the fact that production 
was expanded to meet emergency war and postwar demands, which 
have now receded, while Government programs have continued to 
operate to keep production at peak levels. 

The situation is particularly critical for some of the commodities 
that have had mandatory 90 percent of parity price supports. Al- 
though we have an extra year’s supply of both wheat and cotton along 
with substantial surpluses of rice, corn, and tobacco, our overall pro- 
ductive capacity currently appears to be only 5 to 10 percent greater 
than effective market demand. 
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Unless progress is made toward correcting the present imbalance 
between supply and effective demand, all other measures designed to 
improve farm incomes are likely to be futile, and even harmful, in os 
long- range effects. We need, imperatively and quickly, to find : 
hetter answer than the annual movement of surplus production idto 
Government hands. 

Our general philosophy with regard to agricultural price support 
and adjustment programs is well known to the members of this com- 
mittee. As early as 1946 Farm Bureau leaders began to give real 
thought and study in attempting to develop a long-range program for 
agriculture designed to avoid some of the difficulties in which we now 
find ourselves. 

In 1948 the policies of the major farm organizations were such that 
there was substantial agreement about the need for making an adjust- 
ment on a practical basis from a war to a peacetime economy. The 
thorough and objective study of the problem by the Department of 
Agriculture under the leadership of Senator Anderson, then Secretary 
of Agriculture, as well as the equally thorough and objective study 
by members of this committee, including, among others, the present 
chairman, Senator Ellender, and the ranking minority member, Sen- 
ator Aiken, did much to assist in passage of the Agricultural Act of 
1948. 

In retrospect it should be clear to all that it would have been far 
better to have followed the philosophy of the acts of 1948 and 1949 
and made needed adjustments before surpluses accumulated to their 
present burdensome level. However, we must start from where we are. 


MARKET PROMOTION AND SURPLUS DISPOSAL 


We recommend a vigorously prosecuted program aimed at achieving 
a sizable reduction in present farm commodity carryover stocks in a 
rapid but orderly manner. 

We must guard against legislation or administrative action which 
would demoralize markets or create unfair competition for producers 
either at home or abroad. 

However, the executive branch of the Federal Government should 
not stand idly by and watch foreign outlets shrink when supplies 
threaten to become excessive. Action should be taken in a timely man- 
ner to permit United States farm products to maintain a fair and 
stable competitive position in world markets. 

This should include the use of Commodity Credit Corporation or 
other funds, as appropriate, to encourage the movement of commod- 
ities directly into world trade through private channels before they 
become the property of the Government. 

We believe that expansion of demand for agricultural products can 
be accomplished in part by the development of well-coordinated, 
aggressive, industrywide promotional programs financed on « volun- 

tary basis. 

In light of the current situation it becomes necessary to develop a 
program that discourages competitors in other countries from ex- 
panding uneconomic production, encourages consumption, and en- 
courages efficient. production, all designed | to produce the maximum 
net income to farmers and ranchers. 
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SURPLUS REDUCTION AND SOIL BANK PLAN 


For the past 3 years the American Farm Bureau Federation has been 
on record in favor of what we have called a soil bank program, by 
which we mean that we should utilize our surplus productive capacity 
so that farmers would store fertility in the soil rétieie than to produce 
surpluses for the Commodity Credit Corporation. 

In September 1955 the AF BF urged State and county farm bu- 
reaus to study various soil bank proposals and recommend ways and 
means whereby the soil bank maneatie might best be utilized to reduce 
existing surpluses and help farmers adjust current production to cur- 
rent market demand. 

Based on this discussion at the county and State level, the official 
voting delegates of the member State farm bureaus to our last annual 
meeting in December 1955 strongly endorsed detailed provisions of a 
surplus reduction and soil bank program. 

The basic purpose of the surplus reduction and soil bank plan, as we 
conceive it, is to bring about at the earliest feasible date a balance be- 
tween annual supply and effective demand and to make more rapid 
progress toward the liquidation of current surplus stocks. 

This plan is not a panacea. We are convinced, however, that it 
is a step in the right direction. The present policy of piling up sur- 
pluses must be reversed and existing surpluses must be reduced if we 
are to improve the farm income situation on anything more than a 
temporary basis. We must dispose of the present price destroying 
surpluses; also we must adopt governmental policies designed to pre- 
vent an immediate rebuilding of such surplus stockpiles. 

Senator Youne. What do you mean by present policies that increase 
surpluses ? 

Mr. Suuman. The pemeee price-support policies very certainly 
encouraged the accumulation of surpluses. 

Senator Youne. Do you think lower price supports and lower prices 
would take care of our surpluses ? 

Mr. SHuman. Weare in favor of the flexible price support program 
which is now going into effect. 

Senator Youne. Do you think it would do much toward controlling 
surpluses ¢ 

Mr. Suuman. We think it would-be a step toward it. Of course, 
it has not been adequately tried yet to find out whether or not it would, 
but it is a step in the right direction. 

Senator Youne. How do you account for the fact that this year we 
have the highest agricultural production in history when prices of 
commodities to farmers have dropped 30 percent since 1951? 

Mr. Suuman. There is not an easy, simple, overall answer that can 
be given on any appraisal of total agricultural production but there 
are several factors. 

One is that in much of the country we had after a 2-year period 
of drought one of the best seasons we have had in a long time. 

I think that is true in much of the cotton area. It is also true that 
we had quota programs, acreage-quota programs, without any attempt 
to control the use of the diverted acreage and many acres were shifted 
into soybeans and feed grain crops. 

So there are many complicating factors. 
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You had the incentive, too, of the price-support level which, due 
to the fact that the flexible price-support program had not become 
operative was still an incentive to increase production. 

Senator Youne. Here you have actual cash prices to farmers down 

30 percent over what they were in 1951, to levels that are breaking 
many farmers. Yet you have the highest production in history this 
year. , ‘ 
* Certainly, it does not sound very encouraging. I mean, flexible 
supports do not seem to lend any encouragement that they will con- 
trol surplus in the future by lower prices, either by lowering cash 
prices or by lowering price supports, do they ? 

Mr. Suuman. Actually, we have not had a chance yet to evaluate 
whether or not the flexible price-support program would have an 
effect that would cover that. 

Senator Torr. You would not deny that the dairy industry has 
taken the full effects of the flex, would you? 

Mr. Suuman. The dairy adjustment in price was an administrative 
decision, and is not part of the flexible price-support program. 

Senator Tuyr. Mr. Shuman, dairy is my own amendment. 

The CHarrMan. Yes. 

Senator Ture. I was the author of the resolution that created the 
senatorial study committee that went out and held hearings. 

I attended most of them, and then we came in here and drafted 
what was then the 1948 act. The flexibility features we wrote in— 
and this was at a time when we had an embargo on fats and oils to 
prevent an unreasonable exportation of the commodity and product 
that was short in supply. We put the flexibility features in the act 
to get a shift from grain to the feed crops so as to encourage an 
increase in livestock, to get the fats and oils of which this Nation 
and the world were short. 

So that was the flexibility of which I, as I sat in this very chair, 
anticipated at the time we wrote the 1948 act. 

I am the author of the amendment that created a mandatory support 
on dairy products. 

Prior to the time of my amendment, it was discretionary on the 
part of the Secretary as to whether he bought or supported dairy 
products. 

Mr. Suuman. Yes. 

Senator Tuyr. So I got a mandatory provision in the act and I 
took some heat because I voted against 90 percent, in order to get 
action on the dairy amendment that Ihad. And we got it in. 

It is as flexible as language can write it between 90 and 75 percent. 
It was at 90. The Secretary deemed it advisable to drop it to 75 per- 
cent. He dropped it to 75 percent. 

And the history is here that we have gotten increased total pound- 
age of dairy products. 

That is what is confusing me, when you say it has not been opera- 
tive. That is why I went into a little history of it. 

Mr. Suuman. I beg your pardon. I did not intend to disagree with 
your recital of the facts. 

It is not a part of the act of 1954, as I understand it. However, 
there has been a reduction in the price support of dairy products of 
which we all know. 
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As to why there has not been more adjustment, there has been con- 
siderable adjustment in the production pattern and the consumption 
pattern in dairy products as a result of the adjustment in price- 
support levels. 

No. 1, from the production standpoint, as I understand the most 
recent figures, there have been some shifts in the production pattern. 
There has been a rather normal continuation of the total overall in- 
crease, but in some areas of the country, particularly those areas where 
costs are higher, apparently there has been some downward adjust- 
ment. Production has increased seasonally in the northeast where 
tall pastures were unsually good because of heavy rain accompanying 
the hurricanes. . 

The production per animal of dairy products has increased. The 
adjustment where made has apparently been by farmers reducing or 
culling their herds and eliminating some of the lower producing 
animals, 

During this same period of time when there has been some adjust- 
ment going on from the production standpoint, there has been a 
marked increase in consumption—fluid milk consumption particularly 
has continued upward. 

The consumption of butter and cheese has increased considerably in 
this country. 

The statement that there has been no adjustment on the part of 
farmers cannot be substantially supported because there has been 
adjustment. 

The last report on cow numbers dated July 28, 1955 shows that only 


one area increased from 1954 to 1955 while all other areas decreased. 


Number of milk cows on farms, June, by States 


[In thousands] 


rr Percent of 
| 1955 | 1954 
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United States 


So far as the overall production there is no indication that there has 
been any increase brought about by decrease in prices. That kind of 
a philosophy just will not stand up. 

There have been decreases and increases according to the economic 
pressures that exist in particular areas. 

Senator Youne. Could I ask one question there? Why do we take 
such desperate steps as we are in a new agricultural proposal to contro! 
surpluses if we have any hope at all that the flexible or lower supports 
will help control surpluses in the future ? 

Mr. Suuman. We don’t take the position that the level of price 
support alone can bring about these adjustments that are necessary. 
In fact, we take the opposite position that the level of price support 
alone is not the answer to these problems. However, a guaranteed 
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price ata high level encourages uneconomic production which creates 
surpluses and destroys markets. — 

Senator Youne. The impression was left by the American Farm 

Bureau Federation and others that flexible supports would do this 
job of taking care of surpluses up to now—was it not ! 
' Mr. SHuman. No; I think we have always stated that price had a 
function. And that until we permitted price to perform its function 
we would be in trouble, but that merely adjustment of the level of 
price support would not solve the problems in agriculture. 

I do not think we have ever emphasized the level of price support as 
the only factor. There are many factors. 

Senator Youn. I guess I confused you with the Secretary of Agri- 
culture. May Lask one more question ‘ 

Do you believe that we ought to leave our import duties and regu- 
lations the same as they are now for feed grains when we go about 
taking 20 or 40 million additional acres out of production / 

What I have in mind is the import of feed grains. We have im- 
ported, as I stated earlier, over half a billion bushels in the last 5 years. 

I would think that if we improved prices at all in this country by 
these programs, which we hope to, then our imports would be even 
greater. Here we have Canada to the north which has no program 
whatever to reduce production. 

Do you think we should put quotas on imports, try to hold them 
at the previous 5-year level or do something to curtail imports in 
the future ¢ 

Mr. Suuman. That is a very good question, one in which we are 
very much interested, because it is in the theory of export sales of 
farm products that we feel we can improve farm income and deal with 
these surpluses. 

But the problem of securing increased export sales is a very large 
one. It isn’t one to which you can just give a simple “Yes” or “No” 
answer. 

Canada is one of the best customers for our American farm products. 
We sell them probably as much or more than any other country. 

Now, it is true that they do sell to us. We buy some of their farm 
products. 

It would at first glance seem that we ought to shut out all of the farm 
commodities. 

Senator Youna. I was not advocating that. I was advocating that 
we at least hold the line in the future. 

Mr. Suuman. Of course, the producers of dairy products would 
want to shut out practically all dairy products and the wheat pro- 
ducers practically all wheat and the oat producers practically all oats. 

So, if we start closing the door to these imports we probably would 
close the door to our exports to Canada. 

Senator Young. I think you misunderstood my question. My ques- 
tion was: Should we try and hold our imports to something along the 
line of the level that we have had for the last 3 or 4 years or shall 
we permit them to increase to degree because of the better price we 
hope to get under this program—they have no production controls 
program whatever ? 

Mr. Suuman. Certainly, we would hope that we would not see 
drastic increases in the imports of these competing products. That is 
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true. And we would be very much interested in examining the cases. 

I think under our present reciprocal trade agreements and the pro- 
visions for correction of damage, that we can examine cases where 
there seem to be unwarranted increases in competing products entering 
this country. We would favor action to prevent drastic increases in 
imports. 

Senator Young. I would not feel justified in voting for any pro- 
gram of this kind if I thought that feed grains were going to flow 
over the border in increased quantities. We live along the border and 
it is disturbing to our farmers to see imports coming over daily when 
we can’t find markets. It is bad enough now. It could become im- 
measurably worse in the future. 

Mr. Suuman. We believe there are adequate provisions of law 
which if properly administered would prevent dumping in this coun- 
try. We would favor watching at all times to see that they were not 
taking unfair advantage of our adjustment program. 

Senator Youne. Thank you. 

The Cuarrman. Without trying to provoke an argument on what 
caused our huge surpluses, you do agree, I presume, that no program, 
whether it be the flextible price support or a return to the rigid price- 
support program can be made to work unless and until we get rid of 
these surpluses. Are we agreed on that ? 

Mr. SHuman. We think that the surplus accumulation is, of course, 
one of the reasons why no price-support program can work right. We 
should start an orderly reduction of the surplus accumulations and 
while that orderly reduction is going on, it would be foolish to permit 
further accumulations. 

We have to do both: We have to reduce the input and to increase 
the output from the surplus pile. 

The Cuatmrman. Do you agree that the theory back of the so-called 
flexible price-support program is to make the support price of the 
commodity so low that it will cause the farmer not to want to plant as 
much ? 

Mr. Suuman. That is not the way we would state the theory of 
flexible price supports. 

The Cuarrman. I wish you would put in the record what it is, once 
and for all. What is your theory back of the flexible? 

Mr. Suuman. I will be glad to try to state it. 

I think our previous statements before your committee would prob- 
ably do it more adequately than I could offhand. The American Farm 
Bureau Federation believes that price has a function to play in the 
decisions of producers and consumers as to whether they will expand or 
contract production and consumption of farm products. 

We believe that when the action of Congress is such as to, in effect, 
fix the price of any commodity, at a fixed price level, regardless of 
whether the judgment is that the price level is high or low, that fixing 
of the price disrupts very seriously the decisions of producers and 
consumers. 

Price supports should be used to assist farmers to market com- 
modities in an orderly manner, and avoid forced selling when markets 
are seasonally oversupplied. The higher prices are supported, the 
greater production is encouraged, and the more markets upon which 
farmers ultimately must depend are impaired. 
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The Cuatrman. What difference does it make whether the price is 
fixed at 90 or 75? It is all price fixing; is it not? 

Mr. Suuman. I think we would agree that price fixing in itself 
is the major difficulty. It is more apt to be fixing, if the support is 
placed at an uneconomic level than if it is one which would permit the 
fluctuation of prices in response to supply and demand factors. 

We favor price support at levels which will prevent the extremely 
wide fluctuations in price that have historically been the great trouble 
in American agriculture. 

The Carman. As I understood it, all along the idea is to fix the 

yrices so low that it will discourage the farmer from producing more, 
if we have a lot of surplus. 

Mr. Suuman. That is not an adequate statement of our concept of 
the flexible price-support program. 

Our concept is that while farmers should not be guaranteed a price 
so high as to encourage surplus production that also we must move 
away from the fixing of price. If that can be done in such a way and 
at such a time as not to completely destroy agricultural prices, then 
the agricultural price received by the farmers would be higher than the 
level fixed by Government action. 

The CuatrMan. Depending on supply and demand? 

Mr. Suuman. Yes, sir. 

The Cuarrman. So if you discourage the production by giving 
lower price support the idea is that you can discourage the production 
of it, that a time will come when demand and supply will be in balance ; 
and, therefore, the farmer will be able to go to the market place and get 
100 percent of parity. Is that it? 

Mr. Suuman. I think that if prices were permitted to vary up and 
down in response to changes in supply and demand, that farmers and 
consumers both would act in these two opposite ways: 

Farmers, faced with variation in price, might not care to go into 
the production of certain crops, but if the price is fixed and guaran- 
teed they would go into the production of those crops. 

That does not mean that it is necessarily a matter of the level that 
the price is, but it is a matter of a guaranteed price which assures 
them that such a price will continue from year to year. 

The CHatmrman. But that guaranty would be made, whether the 
price was flexible or rigid, would it not? 

Mr. Suuman. I don’t think to the same extent. 

As you move away from a fixed price level, you would presumably 
get to the place where prices could vary in response to changes in sup- 
ply and demand. 

The Caamrman. Well, now, reverting to the question raised a while 
ago by Senator Thye that was outlined by the preceding witness, we 
had the 90 percent rigid price support for 1953 and the production of 
milk then was 121 million pounds. 

Since 1953, 1954, 1955, and 1956, we have had the flexible price 
support program in effect, and milk production has increased, or will 
increase by this year, by up to 7 billion pounds. 

How do you account for that? 

Mr. Suuman. I would like the privilege—I do not have them here— 
of inserting in the record at this place, the figures on the changés in 
production of milk in the last 2 years; particularly, since the price 
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support level was adjusted. This will, I think, show that the increase 
in the production of milk in the last 2 years has not been as rapid as 
it was in the previous period of time under the fixed price support 
program. 
Total farm milk production 
Billion pounds 


DO 3 x. sad} cicecit Castndige uhh asamp wnat amcaaeenee ic-side are dannditea ae ke 
Pia icin ee eh ee See pe Eee ee re 
I ones iin meee enna rahe besos ensiow ds env dion ca adnan Uh les ee ee i acid ek be 123. 502 
a Ba lias F sceiiiesceat itimpre teu lhe ine wie wetaleh cessing en ae ataale 124. 462 


In connection with this table, it may be noted that the major in- 
crease in production occurred in 1953 when support prices were at 90 
percent of parity. 

The real reasons for the overall increase in 1955 are increased pro- 
ductivity per cow, the result of widespread use of artificial insemina- 
tion; the most favorable milk-feed ratios in many years, and the rela- 
tive advantage of dairy production compared to some alternative 
opportunities. 

We need some increase in the production of milk, because we have : 
rapidly expanding population, and the consumption of milk daring 
this last 2-year period has increased per capita substantially, 

The Cuarrman. You do not question the figures submitted by Mr. 

fealy, do you? 

Mr. Suuman. I had no opportunity to examine them. Of course, 

don’t question them. 

The CuarrmMan. Let us see, except for the estimates for 1956, we 
had them placed in the record from the Department, for 1953, 1954, 
and 1955, and as I remember, they correspond with the figures. 

Mr, Suman. I don’t question the figures. 

Senator Tuyr. Mr. Shuman, I think both you and I would agree 
that the New England area last summer had a drought situation with 
an extreme heat prevailing through much of the summer. Heat will 
bring on an increased consumption of both ice cream and fluid milk. 
i has a tendency, of course, to decrease the production per farm be- 

‘ause of the scarcity of pasture; it naturally pulls the production 
down. 

That in itself had a favorable effect upon the supply of milk in the 
New England area, and the increased consumption of ice cream and 
fluid milk. 

[ tried to study the situation very carefully last summer to see 
whether there was an influence here of a price factor that was responsi- 
ble for bringing down production per herd or per farm in various 
areas. I found, however, that geographically the drought had some 
influence in the New England area and the heat had ine reased the per 
capita consumption both of fluid milk and of ice cream. 

That has concerned me, because I know what the trend is and I am 
worrying about the future. 

Mr. Suuman. A rather interesting comparable set of statistics was 
furnished by the area in the Midwest, southern part of the Midwest, 
in the summers of 1953 and 1954, where we had an unprecedented 
drought, and during that period of time we had the continuation of 
rather high fixed price support on some dairy products, and instead 
of having a reduction in the production of dairy products in these 
drought-stricken areas we had an increase. 
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Senator Toyz. You are aware of what brought that about? 

Mr. Suuman. I think it was the price incentive. 

Senator Tuyr. No. It was the feed situation, and we pulled sur- 
plus hay and grain from clear up in Wisconsin, Illinois, Minnesota. 
And the only thing in the world that they had to live off of were the 
dairy herds to which they were feeding that surplus hay and grain. 
They had nothing else. Their wheat was gone. Their corn was 
gone. Their crop was gone. | ; 
~ We were shipping hay from Wisconsin and Minnesota clear down 
to Oklahoma. ‘Truckloads of hay were to be found on every highway 
that fall, all through that north region going south. 

They had not a thing to live off or, except their meager cream checks 
and milk checks, and because we subsidized the feed, instead of the 
cull going to the slaughter yards as the beef animal oftentimes went, 
it was kept to be milked because we were subsidizing both the hay price 
and the concentrates. 

I have been living with this problem. I have tried to check it. 

When they did not have a thing to live off of down there except 
that dairy cow, and we put the feed and the hay in there, they milked 
that cull and that is why you had some of that production coming out 
of that drought area that looked unreasonably high in comparison 
with the feed supply. But we were shipping it down there. 

Mr. Suman. Senator Thye, I would like to draw the comparison 
of similarity in that situation and the present situation in the dairy 
industry because I made a rather short answer when I said that it 
was price incentive. 

I meant the price incentive both from the standpoint of the product 
and the attractive price of feed. 

One of the reasons why we have not had more adjustment, in my 
opinion, in the production of dairy products at the present time is 
that we have had in effeet a subsidized feed market. We have had 
no control of diverted acres. 

Senator Ture. You are right on that. 

Mr. Suuman. They have gone into the production of feed. 

Senator Ture. That is where we made our mistake all along—you 
will pardon the abrupt interruption, but you were so dead right that 
I just wanted to be agreeing with you on that phase of it. 

Mr. SHuman. Thank you. 

Furthermore, the present type of price-support program on corn 
and oats, feed crops, is such that a minority of the farmers producing 
corn are complying and they have corn to go on the free market. That 
corn on the free market, as you know, is at a fairly attractive price 
for feeding dairy animals. 

We do have counteracting forces which have in great measure or 
in some considerable measure nullified the effect that you would have 
expected to have from adjustment in price. 

The CuHatrman. Proceed, Mr. Shuman. 

Mr. Suuman. We must say frankly that it is our conviction that 
the policy of fixing prices for certain farm produets—as contrasted 
with a policy of using price supports to prevent excessive price fluc- 
tuations and to encourage the orderly marketing of farm commodi- 
ties—is a serious mistake. : 

It is our belief that this mistake in policy has been an important 
factor contributing to development of our excess productive capacity 
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and the present unsatisfactory farm-income situation. The level ai 
which prices are supported ought not to be a partisan political issue. 
It cught to be approached from the standpoint of what makes sound 
economic sense for agriculture. , 

We believe that the principles expressed in the Agricultural Act of 
1949, as amended by the Agricultural Act of 1954 are sound. Our 
ideas with regard to the surplus reduction and soil bank proposal 
are designed to supplement the provisions of this existing legislation. 

The Farm Bureau proposal for surplus reduction and soil bank 
program has four major aspects: 

1. That, in order to qualify for price supports, producers be re- 
quired to put an acreage of soil-depleting cropland—the amount to 
be determined by a percentage of the acreage currently in supported 
crops—in the soil bank. 

This would have the effect of channeling into the soil bank some 
of the acres that are being diverted from controlled crops. The un- 
restricted use of diverted acres presently is working a hardship on 
producers of uncontrolled commodities, including livestock producers, 
and I might add dairy producers. 

The reward for taking land out of production under this phase of 
our proposal would be eligibility for price supports; however, pro- 
ducers agreeing to place such land in the soil bank for 3 or more 
years would also be eligible for annual payments under point 3 
below. 

The CHarrman. Does that apply to allotted acres only ? 

Mr. Suuman. No. 

The Cuarrman. Or total acres? 

Mr. Suuman. A percentage of the acreage currently in supported 
crops; in price-supported crops. 

The CHatrMan. Well, you mean allotted? 

Mr. Suuman. No, that would include—— 

The Cuatrman. All acres? 

Mr. Suuman. Price-supported crops; in other words, this would 
be soybeans, oats, corn, wheat, cotton, and some others. 

The Cuamrman,. You would relegate it to the price-supported crops 
such as the basics and make it apply strictly to allotted acres in those 
crops ¢ 

Mr. Sauman. No; we would apply it to all price-supported crops. 

The Cmatmrman. All right. 

Mr. Suuman. I might say that this recommendation, as I under- 
stand, is very close to the recommendation that I understand is your 
recommendation, Senator Ellender. 

The Cuatrman. I know that is what I recommended. I wanted to 
be sure that we saw eye to eye on the character of the land to be set 
aside. 

Mr. SHuman. Yes. 

Senator Youne. You would pay farmers for placing their diverted 
acres under soil-building practices or in the soil-bank plan; would 
you not? 

Mr. Suuman. We would require that those farmers who expected 
to use price support place a certain percentage of their price-supported 
acreage into the soil bank. 
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Now, if they chose to only put that acreage in for 1 year, we would 
not pay them for that. However, if they agreed to put it in for 3 
vears we would give them compensation. 
~ Senator Youne. Are you speaking now of their allotted or diverted 
acres ¢ ; 

Mr. Suuman. I am speaking of the requirement to place a certain 
percentage of their yrice-supported acreage into the soil bank. c 

Senator Younes. That is optional now; is it not? The Secretary’s 
proposal is optional. 

Mr. Suuman. I am not sure about the Secretary’s proposal be- 
cause I have not had the opportunity really to study the bill that they 
have submitted. 

Senator Youne. Maybe I am not clear on your position. If a 
farmer had an 80-acre wheat allotment you would require that he 
take part of that 80 acres and put it under a soil-bank plan? 

Mr. SHumMan. Suppose the farmer had 80 acres of wheat total and 
he also was raising 20 acres of hay, oats or soybeans, any price-sup- 
ported commodity, so that he had 100 acres of price-supported crops, 
we would require that a percentage of this 100 acres—and I hesitate 
to quote a percentage because we are not recommending any certain 
percentage, but, say, that percentage was 12 or 15 percent, or 10 percent, 
then he would be required, before he could get price support on his 
wheat to place into the soil bank, if it was 12 percent of that, that is 
12 acres, and if he only put it in for the 1 year, he would not receive 
additional compensation other than the price support. 

But if he signed up to continue that 12 acres in the soil bank for 
5 years he would ge the regular rate for whatever that might turn out 
to be, putting those acres in the bank. 

Senator Youne. Would you go beyond the diverted acres, if the 
farmer had 

Mr. SHuman. Yes; we cover that, I think, in one of these next 
points. You mean we would permit him to put other acres in? 

Senator Youne. Require him to place under the soil bank addi- 
tional acres over and above his diverted acres? 

Mr. SHuman. No; we would not require any other. 

Senator Young. I see. 

Senator Hicken.oorrr. But he could? 

Mr. Suuman. He could. 

Senator Younes. He could? 

Mr. SHuman. Yes. 

The Carman. Since it is very important to curtail further pro- 
duction so as not to aggravate our surpluses, would you look with 
favor upon a proposal that would separate, as suggested by the Presi- 
dent, if a farmer is allotted, let us say, 100 acres of wheat under the 
present law—that is his allotment and he agreed to curtail that, say, 
20 percent, or 20 acres—would you not think it wise that such acre- 
age be treated in a different category to what the average diverted 
acres would be for soil-conservation purposes? 

Mr. Suuman. We believe this next, No. 2, provides for the proper 
handling of that problem. 

The Cuarrman. I am sorry to have anticipated it. 

Mr. Suuman. That is all right. That is a very good question and 
we say: 

64440—56—pt. S——14 
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2. Producers who voluntarily decide to underplant any allotment 
may do so and receive a payment in the form of negotiable certificates 
vi alid for the purchase of CCC stocks. 

. Producers who voluntarily wish to do so may participate by 
ole cing any amount of cropland they desire in the soil bank for a 
period of not Jess than 3 years. Payments for such participation may 
be either in negotiable certificates drawn against CCC stocks or other 
forms of payment. 

The CHarmman. Why would you not be willing to leave that to the 
discretion of the Secretary of Agriculture, bece ause it may not be 
necessary that the crops be diverted for as long as 3 years? 

We may have a drought or there may be the necessity to draw on 
those acres before the time limit that you impose occurs. 

Mr. SHuman. Well, I think that the reason for providing for a 3- 
year investment in the soil bank is that, in the first place, if it was 
for 1 year only, there could be in many parts of the United States, 
such crops planted on the soil-bank acreage that by the end of the 12- 
month period under which they were in the bank there would be such 
a growth of roughage and hay that you could get almost normal pro- 
duction from them in the first few months of the next year. 

The Cuarrman. Under your plan the farmer would not be permit- 
ted to utilize that “7 any purpose; would he? 

Mr. Suuman. I don’t think you could control beyond the contract 
period. You could keep him from using it during his year that he 
had it in but suppose it carried over for 2 2 or 3 years, I mean the crop 

had built up quite a growth there, it is very difficult to see how you 
could keep him from using it after the end of his contract pared. 

However, the main point there is that you probably would not get 
very much adjustment downward in production on a 1-year basis. 

We believe that only if this acreage is going to be retired for 
period of, perhaps, 3 years will we get substantial adjustment. It is 
possible to handle the |: und in such a way in many parts of the United 
States that the next year’s production would almost make up for the 
laying out for the 1 year. 

The CuHarrman. Proceed, sir. 

Mr. Suuman, 4. No harvesting or grazing will be permitted on any 
soil-banked acreage. ACP payments may be made on an acreage 
placed in the soil bank if approved practices are performed on such 
acreage, 

Maximum effort should be made to reasonably utilize existing sur- 

pluses to carry out all phases of the surplus reduction and soil-bank 
plan. 
It is important that the rates of payment be varied in such manner 
as to (a) reward producers for their effective contribution toward 
balancing supplies with demand and (6) to obtain adequate partici- 
pation to make the program effective. 

Attached is a copy of a draft bill carrying out the principles 
enumerated above. 

We have prepared this bill in the belief that it is the best means 
of conveying to the committee the details of our proposal. 

(The draft bill referred to above is as follows :) 
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SURPLUS REDUCTION AND SOIL BANK ACT OF 1956 


A BILL To provide for the orderly liquidation of Government-owned surplus stocks of 
agricultural commodities, prevent the wasteful use of the Nation's soil fertility, and help 
to provide a balanced flow of agricultural commodities in interstate and foreign commerce 
and for other purposes 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That this Act may be cited as the “Surplus 

Reduction and Soil Bank Act of 1956.” 


DECLARATION OF POLICY 


Sec. 2. It is hereby declared to be the policy of Congress to encourage the 
orderly liquidation of Government-owned surplus stocks of agricultural com- 
modities; to lessen the depressing effect of such stocks on farm prices and farm 
income; to encourage the elimination of wasteful production of agricultural 
commodities; to minimize the adverse effects of diverting production from 
Grovernment price-supported crops to the production of other commodities; to 
assist in the marketing of agricultural commodities for domestic consumption 
and export; to provide for a privately owned “bank” of fertile cropland devoted 
to soil-building crops and reforestations and, to assist producers and consumers 
by helping to provide a balanced flow of commodities in interstate and foreign 
commerce, 

Sec. 3. (a) The Secretary of Agriculture, hereinafter referred to as the 
“Secretary,” is authorized and directed to enter into agreements with producers 
of agricultural commodities who are eligible for price support whereby such 
producers will agree, prior to a date*to be established by the Secretary, to assist 
in bringing about a more rapid adjustment of the production of such com- 
modities to the demand therefor, by underplanting any acreage allotments appli- 
cable to such commodities for one or more years, and by withholding such 
underplanted acreage of cropland, as defined by the Secretary, from production 
for the same period or periods of time. Such underplanted acreage shall be 
devoted to soil-conserving crops or practices designated by the Secretary for 
the area in which the land is situated. Such producers shall also be eligible 
for payments and grants for carrying out approved soil-building and soil- and 
water-conserving practices on such underplanted acres. 

(b) Notwithstanding any other provision of law, the Secretary is authorized 
and directed to protect, for the period of years covered by the agreements en- 
tered into pursuant to section 3 (a) hereof the base histories applicable to the 
allotments of acreage pursuant to the Agricultural Adjustment Act of 1938, as 
amended, and the Agricultural Act of 1949, as amended, of those producers who 
cooperate with the Secretary in carrying out the performance of such agreement 
relating to the underplanting of such allotments. 

(c) In further oensideration for underplanting, as provided for in such agree 
ments, the Secretary is authorized and directed to make soil-bank payments to 
such producers based primarily upon the productive value of the land. Such 
payments shall be made through the use of surplus stocks of commodities owned 
or controlled by the Commodity Credit Corporation, hereinafter referred to as the 
“Corporation” in accordance with the provisions of Section 6 hereof at such rates 
as are estimated by the Secretary to be sufficient to encourage participation ade- 
quate to bring such surplus stocks down to a normal carryover as soon as practical 
and insofar as possible within five years from the date of enactment of this Act. 
The rates of payment offered under this section shall be graduated to encourage 
producers to underplant for more than one year. 

(d) Notwithstanding any other provision of law any acreage underplanted to 
qualify for a payment under this Act shall not be available for release and reap- 
portionment to any other producer. 

Sec. 4. The Secretary is further authorized and directed to offer to producers 
additional opportunities to assist in balancing production of such commodities 
with demand therefor by entering into agreements to withhold an acreage of 
cropland from the production of agricultural commodities for periods of not less 
than three years in return for payments based primarily on the productive value of 
such cropland. Producers shall be given a choice of participating in any one of 
any alternative proposals for their particular area. Such alternative proposals 
adaptable to specified areas shal be formulated by the Secretary, taking into ac- 
count such factors as (a) quality of the various types of land in the area, (b) ‘suit- 
ability of the land for continuous cultivation, (c) suitability of the land for re- 
forestation, (d) necessity for wind or water erosion controlled in the area, and 
(e) the period of years for which it is practical to continuously devote representa- 
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tive land in such area to a particular use. In the development of these alterna 
tive proposals rates of payment shall be varied in such a manner as to encourage 
adequate participation within areas for the representative types of practices thai 
should be performed in such areas. Payments may be made from funds express]; 
appropriated for such purpose; however, to the maximum extent practical, the 
Secretary shall first utilize reasonable quantities of surplus commodities from 
the Corporation’s stocks by offering such stocks to producers on terms which wil! 
encourage the acceptance of such payments in lieu of payments from appropriated 
funds. Such withheld acreage must be devoted to such soil-conserving uses as 
are designated by the Secretary for the area in which the land is situated. Pay- 
ments for conservation practices under the agricultural-conservation program 
earried out by the Secretary pursuant to the Soil Conservation and Domestic: 
Allotment Act, approved February 29, 1936, as amended, may also be made for the 
first year in which such approved practices are performed on such acreage. In 
unusual cases, payments may be made for additional years, in accordance with 
regulations to be prescribed by the Secretary. 

Sec. 5. Notwithstanding any other provision of law, the Secretary is author 
ized and directed to dispose of any commodities owned or controlled by the Corpo 
ration to domestic producers of agricultural commodities at such prices as in his 
discretion will aid in carrying out the purpose of this act: Provided, That release 
of stocks into domestic markets in any one year shall be limited to such quantities 
as the Secretary determines to be a reasonable estimate of what would have been 
produced for marketing during such marketing year on the acreage withheld 
from production under the provisions of this Act. Such sales shall be made at 
such times, in such manner and such quantities as will minimize any adverse 
effect of such sales upon market prices. 

Sec. 6. The utilization of the Corporation’s stocks of commodities for payments 
may, in the discretion of the Secretary, be by means of (a) negotiable options for 
cooperating producers to buy Corporation stocks at a price to be determined at 
the discretion of the Secretary, (b) negotiable certificates conferring upon a 
cooperating producer or his assignee the right to acquire a certain quantity of 
the Corporation's stocks within a defined area within a certain time, (c) negoti- 
able drafts drawn on the Corporation for redemption from funds to be obtained 
by the Corporation through the sale of surplus stocks of commodities released 
under the authority of this Act, or (d) other similar procedures: Provided, That 
cooperating producers shall be compensated only from stocks of commodities, 
the production of which are being reduced by such producer under the provisions 
of this Act, except that feed grains, including wheat for feed, shall be interchange- 
able. However, this is not intended to preclude the Secretary from fulfilling 
any obligation of the Government to carry out any agreement entered into in 
good faith pursuant to the other provisions of this Act. Commodities delivered 
to a producer or his assignee or otherwise released pursuant to this Act shall 
not be eligible for a commodity loan or other pice support authorized by law. 

Sec. 7. Any payments authorized herein shall be subject to a determination 
under regulations issued by the Secretary that the rights of tenants have been 
equitably protected and that a reasonable division of payments has been agreed 
to between the parties in interest. 

Sec. 8. In establishing rates of payment, the Secretary shall make allowance 
for the fact that the withholding of acreage from production for a considerable 
number of years probably will make a greater contribution to bringing supplies 
into line with demand than will a withholding for a fewer number of years, and 
particularly for a single year. 

Sec. 9. The Secretary is authorized and directed to make payments to cooperat- 
ing producers from funds which are hereby authorized to be appropriated, pro- 
vided such producers are within any acreage allotment issued pursuant to the 
provisions of the Agricultural Adjustment Act of 1988, as amended; provided 
further such appropriated funds shall not be available for payments for under- 
planting acreage allotments, except that appropriated funds may be used for 
such purpose to fulfill obligations entered into in contemplation of payment being 
made from the release of stocks and such stocks have been exhausted in advance 
of the time anticipated. The authorization for expenditure of funds hereunder 
shall terminate at such time as Corporation stocks of surplus commodities plus 
stocks held by private owners have been reduced to a normal supply as presently 
defined by law. 

Sec. 10. Establish rights of owners or operators to control entry on land with- 
held from production under this Act shall not be disturbed except that the Secre- 
tary or his duly authorized agent at reasonable times and under reasonable 
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circumstances shall have the right of entry to check compliance with agreements 
entered into pursuant to this Act. 

Sec. 11. (a) Notwithstanding any other provision of law, corn acreage allot- 
ments shall be suspended for 1956. 

(b) Not later than December 15, 1956 producers of corn in the commercial 
corn area Shall be given an opportunity through a referendum to be conducted 
by the Secretary to determine by a majority vote whether acreage allotments 
and price supports as presently required by law shall be reinstated in 1957 and 
subsequent years, or whether acreage allotments shall be terminated and pro- 
visions made for establishing price support at such a level as to assist farmers 
in marketing corn in the normal channels of trade but not encourage the uneco- 
nomic production of corn. 

Sec. 12. Notwithstanding any other provision of law, the Secretary shall re- 
quire as a condition of eligibility for price support on any agricultural com- 
modity that the producer agree to devote to soil-conserving crops or practices 
for a period of not less than one full production year, an average of cropland nor- 
mally devoted to soil-depleting crops to be determined by the Secretary, without 
additional compensation other than payments for conservation practices under 
the agricultural conservation program carried out pursuant to the Soil Con- 
servation and Domestic Allotment Act, approved February 29, 1936, as amended : 
Provided, That this requirement shall not be applied to any crop as a condition 
for eligibility for price support in any year which marketing quotas are in 
effect on such a crop as the result of a referendum conducted prior to the enact- 
ment of this Act: Provided further, That a producer shall be eligible for soil- 
bank payments under Section 4 on any acreage that he agrees to devote to soil- 
conserving crops or practices for three or more years. The amount of cropland 
to be devoted to soil-conserving crops or practices under this section shall be 
‘determined by applying a percentage factor to the total acreage of cropland 
being planted to price-supported crops for harvest during the marketing years 
for which eligibility for price support is being determined. In calculating the 
total acreage of cropland being devoted to price-supported crops in 1956, there 
shall be deducted the acreage planted to price-supported crops under marketing 
quotas and other acreage devoted to price-supported crops seeded prior to enact- 
ment of this Act. The percentage factor shall in no event be in excess of 15 
per centum of the acreage of cropland being devoted to price-supported crops. 
The Secretary is authorized to make agricultural conservation payments for 
approved conservation practices performed on land removed from production 
for market under this section. 

Except as the Secretary may otherwise provide by regulation, no producer shall 
be eligible for any payment under this Act if the acreage of cropland devoted to 
price-supported crops on any farm controlled by such producer is increased to 
an acreage greater than the average devoted to such crops in the immediately pre- 
ceding five years (considering normal rotation practices). 

Sec. 13. No harvesting or grazing shall be permitted on acreage withheld from 
production under Section 3, 4, or 12 of this Act. The Secretary shall issue regu- 
lations providing for the disposition of any forage standing on such land at the 
expiration of the period for which it is withheld from production, 

Sec. 14. The Secretary is authorized and directed to issue regulations for the 
determination of the productive value of land giving adequate weight to actual 
production records of the owner or operator which can be objectively substan- 
tiated and such other standards as may be reasonable under the circumstances. 

Sec. 15. The producer shall agree to forfeit all rights to further payments 
under agreements entered into in accordance with this Act and to refund to the 
United States all payments received thereunder upon his violation of any agree- 
ment at any stage during the time he has control of the farm. 

Whenever the Secretary of Agriculture has reason to believe there has been 
a willful violation of a material provision of the agreement, he shall give the 
producer notice thereof and within thirty days from such notice the producer 
shall be given an opportunity to show cause why the agreement should not be 
modified or terminated and his rights to further payments under the agreement 
forfeited and any payments made thereunder refunded to the United States and a 
final determination regarding such violation shall be made under rules prescribed 
by the Secretary: Provided, That whenever the producer feels aggrieved, he may 
appeal such determination to the United States district court for a determina- 
tion of the facts in the case and judicial relief with respect thereto. 
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The Cuarrman. Now, Mr. Shuman, in connection with the payments 
on the soil bank proposal, if you recall, sometime ago we asked of you 
and other leaders of farm organizations, to make a determination, if 
you could, of the amount that should be paid on these acres, particu 
larly the allotted acres. 

I presume that you would make a difference in the payment of those 
acres that would be taken from the allotted acres, and, as far as the 
acres that are set aside for conservation purposes, I presume you would 
have a separate yardstick to deal with them. Am I right in that? 

Mr. SuumAn. We would suggest—I believe we have written into 
this act. 

The CHarrMAN. But can you tell us in a nutshell 

Mr. Suuman. We have not written into our act any proposed rates 
of payment, but we do recognize the fact that there is a variation in 
productive value of land and we would vary the rate of payment in 
accordance with the productive value of the land. 

The Cuatrman. Do you spell out a method by which that could be 
done by the act ? 

Mr. Wootiey. Yes. 

Mr. SuumMan. Yes. Let me see if I can find the section. 

The CuHarrMan. Would it be left to the discretion of the Secretary 
or whoever administers the act ? 

Mr. Woottry. Yes. 

Mr. Suman. Within certain boundaries. 

What section is that? 

The CuatmrMan. Will both of you give your names in full for the 
record. 

Mr. Woottey. Frank K. Woolley, legislative counsel. 

Mr. Lynn. John C. Lynn, legislative director. 

The Cuatrman. All right. 

Mr. Suuman. It is necessary, Senator, on some of these questions 
involving what we have in this act that I have some assistance. 

The CuamMan. You are like all of those bureaucrats. You are 
always accompanied by a bunch of people to testify with you. 
{| Laughter. ] 

Mr. Wootiry. The provision of this bill, Senator 

The Cuarrman. You do not object to that, do you? 

Senator Youna. No. 

Mr. Wootiry. The provision of the bill, as drafted, is section 8. 
All that we do there is make a general instruction to the Secretary 
that in establishing rates of payment the Secretary shall make allow- 
ance for the fact that the withholding of acreage from production for 
a considerable number of years probably will make a greater contri- 
bution to bringing supplies into line with demand than will a with- 
holding for a fewer number of years, and particularly for a single year. 

We also indicate in another place that the rates of payment should 
be varied so that they would induce the producer who underplants his 
allotment to put the acreage in the soil bank for a number of years 
rather than for a single year. 

The CuHarrMan. That inducement would have to be fairly right, 
would it not ? 

Mr. Woottry. The spread between the rates would have to be wide. 
The rates would have to be varied by the Secretary of Agriculture 
and we do not know of any way that you could write into a general 
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viece of legislation instructions to the Secretary that would be applhi- 
cable throughout the country as a whole. 

It was our thought that it would have to be done on the basis of 
administrative regul: ation and would have to be varied from year to 
year in accordance with the circumstances that obtained throughout 
the country. It would have to be done with the advice and counsel 
of a lot of people from local are 

The CuatrmMan. Mr. W ioley, I presume you are familiar with the 
yardstick spelled out in that bill? 
~ Mr. Woottey. Yes, sir. 

The Cuamman. Let us take as an example a farmer in Georgia who 
has allotted acres for cotton, say, of 100. And suppose a plan were 
devised whereby he would agree to set aside 20 acres of those 100 acres. 
What inducement would you offer him to perform ¢ 

Mr. Woottey. With respect to—— 

The Cuarrman. Use your yardstick there and use Georgia. Let us 
not make it a part of California. You are familiar with Georgia, are 
you not? Or take any other State with which you are familiar. 

” Mr. Woottey. Well, I have been in Georgia, California, and also 
Louisiana. I would be happy to take Louisiana. 

The Cuatrrman. All right, take Louisiana, the best of them all. 

Mr. Wootiey. Louisiana. 

The Cuatrman. What I had in mind was, let us try to be specific. 
Let us try to pin it down as to what you would as an administrator 
do to carry out the provisions of the proposed legislation that you 
are submitting to us. 

Mr. Woottry. May I inquire to be sure I have your example? You 
wanted to start out with a 100-acre cotton allotment ? 

The Cuarrman. Allotted acres, now. 

Mr. Woottry. He has an allotment of 100 acres? 

The CuHatrMan. He has an allotment of 100 acres. Now, you come 
to him and say, “Listen, Mr. Ellender, we would like you to take 20 
acres out of that. We have got a lot of cotton on hand.” 

Allright. Mr. Ellender might say, “Now, what is your inducement, 
Mr. Wooley ?” 

So what would you do to cause me to do at? 

Mr. Woottry. Two inducements: No. 1, in order to be eligible for 
price support on that 100 acres of sie: he would have to agree to 
set aside a certain percentage of his total acreage of cropland devoted 
to price-supported crops, among which would be his 100 acres of 
cotton. 

The Cuatrman. Do you tie in the allotted acres with those that are 
set aside for conservation ? 

Mr. Woottry. All acreage that is devoted to price-supported crops 
would be the basis from which we would begin to calculate. 

The Cuarrman. So you would tie in both the allotted acres as well 
as any other acres that you devote to supported prices? 

Mr. Woottry. That is right. And he would have to set aside that 
acreage or he would not be eligible for price supports. That is the 
first incentive. 

Senator You nc. What would you do about dairy commodities? 
Would you tie in the cows, too ? 

Mr. W ‘OOLLEY Indirectly, you would tie in the cows, in that if 
someone is on a dair y farm and wants to have price supports on any 
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crop, he would have to set aside a percentage of the acreage that has 
been devoted to price-supported crops in order to be eligible for price 
support on that crop. 

The Cuarrman. Senator Young, I have him on a cotton farm in 
Louisiana now. [Laughter. ] 

You will get one in Minnesota or North Dakota afterward. I want 
to get that specifically in the record now. 

You folks, no doubt, have had a hand in drafting this yardstick. 
You ought to know how it works. So let us have it for the record. 

Mr. Woo.ttey. Then with respect to the 100 acres of cotton, I 
understood your example to be that he would underplant that 20 
acres ¢ 

The CuarrMan. 20 acres; that is right. 

Mr. Woottey. Then you would determine what the normal pro- 
ductive value of that acreage, 20 acres that he was going to take out 
of production was in terms of the normal yield of the production off 
of that land 

The Cuarrman. A yield for what period ? 

Mr. Woottey. You would do that on a representative period that 
would determine 

The Cuarmman. In conformity with the law. 

Mr. Woottey. With respect to acreage allotment? No, we do not 
tie it in with acreage allotment. 

The Cuarrman. You do not tie it in with it? 

Mr. Wootzey. No, we do not tie it in with acreage allotment. We 
say that the normal productive area should be determined on the basis 
of the best available information in the locality with respect to a 
number of different factors. That is our primary basis. We do not 
think that you should nail that one down, either. We think that that 
should be left up to administrative regulations with respect to how 
you would determine the normal yield. 

Then we multiply that times a price with respect to whatever you 
would pay for the underplanting. We also leave that particular rate 
variable depending upon circumstances. The first year you might 
want to have it higher than you would the second year, dependin 
upon the supply and demand for cotton and how much you want 
to get out of production. 

Now, also in this bill it contemplates that the Secretary of Agricul- 
ture would actually make an estimate of what you could get under- 
planted and what you could release out of Commodity Credit Corpo- 
ration stocks in order to induce the underplanting and that this would 
be used as a factor in determining the rate at which he would set the 
level of inducement for underplanting the allotment. And in those 
years when you needed very little underplanting, there would be very 
little inducement to underplant; in those years when there would be 
a great need for underplanting, the inducement would be set higher. 

The CHarrMan. Well, now, I am not assuming what may happen 








in the future. Let us take conditions as they are now. You have got 
a large surplus of cotton. There is no question about that. 

Mr. Wootiey. Yes. 

The Cuarrman. You have got a farm which you are familiar with 
now ¢ 

Mr. Wooutey. Yes, sir. 
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The CuHairMaN. And we are setting aside 20 acres. 

Mr. Wooutuey. Yes, sir. 

The CuarrMan. Now, assuming that that 20 acres would produce 
20 bales of cotton 

Mr. Woottey. Well, you take the poundage yield per acre, and then 
you would multiply so much per pound on the underplanting, assum- 
ing that you were going to get a normal yield, and then that would 
determine the payment 

The Cuarrman. I am assuming that that 20 acres would normally 
produce a bale to the acre. How much— 

Mr. Woottey. You would then take 500 pounds and you would mul- 
tiply it by from 10 to 14 cents a pound. I use 10 to 14 cents ng pound 
because it seems to us that is the range in which you would have to 
have an inducement, and let us take 10 cents and multiply 10 cents 
per pound on the normal production of the underplanted acres. We 
figure that that would be normally a fair payment to make to the pro- 
ducer for not producing on that acreage, and that there would a 
distribution between the owner and the operator on the basis of the 
lease arrangement and other factors that would be taken into account 
in making an equitable division between the landlord and the operator. 

Senator Torr. How much would that be an acre? 

The Caarrman. How much would that be an acre? That is what 
I have been trying to find out. 

Mr. Woottey. It would be $50 an acre if you were thinking in terms 
of 500-pound yield per acre. 

Senator Ture. Is that normal to Louisiana? 

The Carman. Well 

Mr. Sauman. Mr. Chairman, for the record I would like to insist 
that this is an example and not a recommendation. 

The CuHamman, Of course, it is an example; that is the way to do 
it. Iam trying to find out how it would wick 

Senator Tuy. That is what I have got to find out. 

The Cuarrman. Surely. 

Senator Toye. What would the law do if you applied it in a nor- 
mal situation in an average community and if that is the average 
annual production of cotton in Louisiana, then you come up with $50. 
That is good land. Now, does that mean that that is net, or is that 
$50 the gross? Have you allowed anything for planting and har- 
vesting ? 

Mr. Woottey. No. In that particular instance, you see, with 500 
pou or a bale to the acre with 30 cents a pound cotton, $150 would 

our gross. 
he CuarrMan. That would be gross. 

Senator Tye. I see. 

Mr. Woottey. Now, I have used an arbitrary figure here-—— 

Senator Toye. What I wanted to find out here was 

Mr. Woortry. And we say it would be varied by the Secretary 
based upon a determination of how much you wanted to get out of 
production. The Secretary would have to make a determination 
of how much would be underplanted, how much acreage would be 
underplanted and how much cotton he could release, because we con- 
ae paying for all of the underplanting by the release of Com- 
modity Credit Corporation stocks. 
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Senator Ture. I know, but don’t you leave it optional 

Mr. Woottey. Not payments with respect to the underplanting of 
the allotment. 

Senator Tryr. Now, then, what would you do with this cotton? 
\ man reduced, and he got cotton. He would have to turn right 
around and put that back in the hands of the Commodity Credit 
Cor por: ution. 

Mr. Woottey. No. We say that the Commodity Credit Corpora- 
tion would have to release those stocks. Now, as to the method that 
they disposed of them, it could be done either by direct sale of Com- 
modity Credit Corporation and the farmer getting the cash, or it 
could be done on the basis of a negotiable certificate being made avail- 
ible to the producer which he could cash or discount. There are any 
number of ways. And we have specified 4 or 5 different ways, author- 
izing the Secretary to do it any one of those numbers of ways. 

The Cuatrrman. Mr. Woolley; let us take the certificate plan that 
you have just mentioned. 

Mr. Wootxiey. All right, sir. 

The CrarrMan. Suppose after you do all of your calculating you 
determine that the farmer who agrees to set aside the 20 acres would 
receive $50 an acre; this is an arbitrary figure. 

Mr. Woottey. Surely. 

The Cuatrman. All right. Now, would the value of that certifi- 
cate be 50 times 20 acres, or $1,000 ? 

Mr. Woottey. Yes. The value of the certificate could be that, o1 
you could adjust it another way. 

The Cuamman. Let us just get a certificate now. 

Mr. Wootiey. All right. 

The Cuatrman. You have a certificate plan here. 

Mr. Wootuey. All right. 

The Cuarrman. All right. Now, would that certificate call for a 
payment in cash, in kind or both ? 

Mr. Wootiry. We say it could be done in more than one way. 

The Cuamman, I do not want you to back up. Let us use the 
certificate plan, then. That is a specific plan. 

Mr. Woot.ey. You want to give it a fixed value? 

The Cuarrman. No. I want you to tell me that, whether you could 
do it under the law. 

Mr. Woottey. Under the provisions of the bill that we have drafted, 
it could be done so that you give it a fixed value which he could walk 
down to the bank with and cash, or it could be done on the basis of 
giving him an interest in so much cotton which he could dispose of 
at the best price that he could obtain. I mean, you can do it in any 
one of a number of ways. . 

The Cuarrman. Now, would he be given opportunity to dispose of 
the cotton if he accepts cotton at whatever the prevailing market price 
is at the time that he chooses to sell? 

Mr. Woot.ey. Yes, sir. 

Mr. Lynn. Yes. 

Mr. Suuman. Yes. 

The Cuairman. Now, if it is above the market price at which it was 
fixed when he accepts the certificate, of course he will sell. 

Mr. Wootiey. Yes. 
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The CuHairman. But suppose it is not? 

Mr. Wooutey. If it is below that-—— ' 

The Cuarrman. Would there be any losses sustained by him or 
would the Government , 

Mr. Woottey. We would have it calculated in such a way that it 
would not. result in a loss to the producer. We would have it calcu- 
lated so that the Secretary would have to make a determination, if 
you gave him the commodity in kind; he would have to make a deter- 
mination as to what the producer would likely be able to dispose of 
that cotton for, in calculating how much the producer receives. 

The Cuamman. But if the producer chooses the cotton and then 
decides to sell it later and the price of that cotton goes down, the 
Government would bear the loss? 

Mr. Woottxry. It would be caleulated on the basis that it would 
give the producer a return which would be fair for the acreage that 
he took out so that he would not sustain a loss. 

Now, if, however, the Secretary of Agriculture made a mistake in 
calculating that, then there would be that much difference involved. 
But. we would be sure in the way we would calculate it that it would 
be on the side of being safe, that it would not result in a loss to the 
pre xlucer. : . L 

The CHatrman. What factors would you take into consideration 
in determining whether or not there would be a loss or whether he 
could get the $1,000 ? 

Mr. Woottey. The Secretary would have to take a look at the supply 
and demand situation and what would happen if he released a certain 
quantity of stocks of cotton and then 

The Cuarrman. He would have to be able to determine what that 
cotton would sell for 6 months hence, would he not? 

Mr. Woottey. Within the period of time in which the producer had 
to dispose of it. 

Now, if the producer would dispose of it within a reasonable time, 
he would not normally sustain a loss. If he wanted to speculate 
beyond that time, it would be up to him as to whether or not he 
wanted to sustain a loss by speculating. 

The Cuarrman. That would be the life of the certificate? 

Mr. Woottry. Yes. 

The Cuatrman,. I can well understand it. 

Mr. Wootiey. Yes. 

The CuatrmMan. But within the life of that certificate, if the price 
of cotton that he was supposed to take would go up, he would take 
advantage of it? 

Mr. Woottey. Yes. 

The Cuatrman. And if it goes down the Government would suffer 
a loss? 

Mr. Lynn. Sir, I would like to say—— 

The Cuamrman. I would like an answer to that question. 

Mr. Lynn. That is what I am going to try to do. 

The Cuarrman. I thought Mr. Woolley would, but it does not make 
any difference, go on, that is all right. 

Mr. Lynn. On the basis of the illustration that we were using here, 
with cotton at 30 cents a pound, can you conceive of a situation where 
cotton would break from 30 to 10 cents a pound within the life of 
the certificate ? 
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The Cuamman. No. If you figure 10 cents as a medium to fix 
the price that he should receive, you are not fixing the cotton price 
at that. 

Mr. Lynn. Well 

The Cuatrman. In other words, you are giving him $50 because 
you figure that is the profit he would make on that; is that not true! 

Mr. Lynn. There isa difference—— 

The Cuarrman. Not profit. But it would be a return that he would 
expect to make if he planted the cotton. 

Mr. Lynn. Surely. 

The Cuarrman. Isn’t that right? 

Mr. Lynn. But under section 6 of this draft bill that you have 
before you, he could take the certificate that he had that is worth 
$1,000 and buy cotton from the Commodity Credit Corporation and 
get credit, if the cotton were selling for 30 cents a pound, and he would 
turn those certificates in for 10 cents. He would put up 20. 

The Cuarrman. Yes, but he would buy cotton at 30 cents a pound, 
$1,000 worth. 

Mr. Lynn. Well, he might not. He might buy more. 

Mr. Suuman. The value of the certificate, as I understand it, 
Senator, would not depreciate. He could not lose on the certificate. 
However, if he converts the certificate into cotton and desires to specu- 
late on the future of the cotton market, he would lose if the price went 
down. 

Mr. Lynn. Surely. 

Mr. Suuman. He would gain if it went up. 

The Cuarrman. In other words, the value of that certificate, then, 
would be cash ? 

Mr. SHumaAn. Yes. 

The Cuarrman. With option on his part to either accept the cash 
or buy cotton with it? 

Mr. Suuman. That is right. 

The Cuarrman. And then he would be responsible—— 

Mr. Suuman. If he took the commodity, then from that time on, 
he is responsible. 

The Cuarrman. If it goes up or down, that is his loss ? 

Mr. Woouttey. Yes. 

The Cuarrman. If it goes up, it is profit; if it goes down, he would 
ose ¢ 

Mr. Woottey. That is right. 

The Cuarrman, All right. 

Now, have you got an example, Senator, of Minnesota that you 
would like to put in? 

Senator Ture. No. 

The Cuarrman. All right. Let us proceed. 

Mr. SHuman. All right, Mr. Chairman. 

Multiple price plan: 

Wheat : 

It has been suggested that some kind of a 2- or 3-price plan ought 
to be developed for wheat and rice. Such proposals are not new. 
As a matter of fact, we already have a two-price plan in effect on 
wheat in that we are paying export subsidies to meet the prices of 
our competitors. On a recent day these export subsidies were quoted 
at 46 to 89 cents per bushel, depending on the type of wheat, shipping 
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point, and destination. We are also selling wheat for foreign cur- 
rencies under Public Law 480. the ; 

We have thus far been able to subsidize wheat exports without 
preci itating an international price war or other oe rae 
tions by observing the provisions of the International Wheat Agree- 
ment. We doubt that any multiple-price plan thus far proposed 
could produce a substantial increase in United States wheat exports 
unless we are prepared to withdraw from the wheat agreement, break 
the world price to ruinous levels, and run the risk of seriously dis- 
rupting our relations with other wheat-producing countries. 

The Cuarrman. I presume you favor the wheat agreement ? 

Mr. SHuman. Yes, sir; we favor the wheat agreement. __ 

The Cuamrman. Have you ever looked into the possibility of its 
lending itself to cotton ‘ es 

Mr. Suuman. We have studied, of course, the possibilities of ex- 
tending the wheat agreement to other commodities, and we would 
certainly be willing to explore those possibilities with other coun- 
tries if such conferences could be arranged. We are not as hopeful 
that they will be productive with other crops, as our experience with 
wheat has been fairly good, although not as good in recent years. 

In the absence of an international agreement such as the wheat agree- 
ment, export subsidies and other multiple-price 8g are likely to be 
regarded internationally as export dumping. The United States has 
an antidumping law and we can expect affected nations to retaliate if 
we dump our products. Such retaliation would not necessarily be 
confined to the commodity that is being dumped. Our entire foreign 
trade is being involved as well as our friendly relations with other 
countries. 

A multiple-price plan would not increase our quota under the wheat 
agreement. it al not solve the foreign exchange problems which 
tend to limit our wheat exports. It would not change the fact that 
our wheat is not always competitive in terms of quality. 

Since we already are subsidizing wheat exports in order to meet 
competition in the world market, it appears that the real objective 
of those who advocate adoption of some new multiple-price system is 
to dump surplus wheat into the domestic feed market. 

This ‘rout mean the most unfair sort of competition for producers 
of corn and other feed grains such as oats, barley, and grain sorghums. 
It would be unfair competition because the relatively high price re- 
ceived by wheat producers on the domestic food portion of their crop 
in effect would subsidize the production and dumping or surplus wheat 
into the domestic feed market. 

Senator Taye. Mr. Shuman, if you do not mind an interruption, 
you now have reference to the two-price plan ? 

Mr. Suuman. Multiple-price plan, we call it. Some call it the two- 


price plan. There are a number of names. 


Senator Ture. I wondered whether it was directed right at the so- 
called two-price plan. 

Mr. SHuman. Yes, sir. 

Senator Tuyr. Thank you, sir. 

Mr. Suuman. As long as he received a satisfactory average return 
for his wheat, the wheat farmer would not be greatly concerned with 
the price of feed wheat, but the producers of corn and other feed grains 
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would not have higher prices in a protected market to average wit), 
low feed prices. We are very much opposed to this approach. 

A supplemental program of supporting domestic wheat prices at 
a level based on the support prices of corn and other feed grains with 
un adjustment for differences in feeding value would not remove this 
objection to the multiple-price approach. Corn supplies are at 
record level and corn producers already are being forced to share the 
feed market with the increased supplies of other feed grains that are 
being produced on acreage diverted from marketing quota crops. 

The support level for oats, barley, and grain sorghums was dropped 
to 70 percent of parity in 1955 and mounting supplies indicate that a 
reduction from the present price support level of 87 percent of parity 
is in prospect for corn. It is one thing for feed producers to accept 
lower price supports as a part of an effort to balance production and 
use. It is quite a different matter to subsidize wheat into the feed 
market in such a way as to prevent the prices of corn and other feeds 
from rising above their support levels. 

Senator Youne. Would you mind a question at this point? 

Mr. Suman. No, sir. 

Senator Young. The use of wheat as feed grain has been greatly 
reduced, has it not ? 

Mr. SHuman. Some. ‘The price support program in many respects 
has priced wheat out of the normal feed market. 

Senator Youne. But at least to that extent, then, the wheat pro- 
ducers have been making a great contribution to the feed producers, 
have they not ? 

Mr. Suuman. Yes, sir. The Government price support program 
and the Government storage of wheat has taken it out. In fact, the 
next sentence there is just along that line. It says: 

Producers of other feed grains cannot reasonably object to the use of wheat as 
feed if it is fed on a fair competitive basis, but wheat fed at cut-rate prices under 
au multiple-price plan would not be fair competition. 

I believe that sentence kind of answers the point you were making, 
Senator. 

Senator Young. All right. 

Mr. SHuman. Some multiple price proposals not only would be 
unfair to feed grain producers, but also would work an injustice on 
many domestic wheat growers. Under the so-called certificate plan 
for example, food wheat marketing certificates would be distributed 
to all wheat growers on the basis of their historical production without 
regard to whether they have been producing wheat for domestic food 
consumption, nonfood uses, or exports. This would discriminate 
against the producers who have been producing the types of wheat 
that the domestic food market desires. 

In effect, the certificate plan would tax the producers of hard red 
winter and white wheat. Furthermore, within each class of wheat 
the producers of high quality wheat that is actually sold for domestic 
food uses would be taxed to support ae to the producers of 
low quality wheat that is not desired by the domestic food market. 
This would encourage producers to continue production of less de- 
sirable wheats. 

The wheat problem is difficult. There is no magic formula for its 
solution. We can, however, move toward a solution by continuing 
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present programs to encourage exports, by letting needed adjust- 
ments take place in the price support leve al, by i increasing emphasis on 
quality production, and by adopting a sound soil bank program. 


RICE 


The prince iples involved in a multiple price approach are the same 
for rice as for wheat. There are, however, some important differences 
in the way such programs would operate for the two commodities. 
A multiple- price plan for rice would have relatively little impact on 
the United States market for other commodities, except dry milled 
corn, whereas a multiple-price plan for wheat could have a substantial 
effect on the domestic feed market. 

It should be noted that approximately 50 million bushels of corn is 
used annually for brewers’ beer grits. 

This is one-sixth of all corn moving in commercial channels for 
industrial use. This market for corn could be destroyed if rice is 
subsidized for this use by a two-price system. This should not be 
permitted since it would constitute unfair competition with com- 
mercial corn. 

It also should be noted that one, there is no international agreement 
on rice comparable to the wheat agreement, and that two, United 
States supplies normally are smaller in relation to world trade in 
the case of rice than in the case of wheat. 

There are, however, some serious problems involved in most mul- 
tiple-price proposals for rice. Most such proposals treat Cuba as a 
part of the domestic market. All self-supporting multiple-price plans 
either directly or indirectly involve what amounts to a tax. Since 
the Constitution prohibits export taxes, it probably would be difficult 
or impossible to develop a program that would enable us to collect 
the higher price on Cuban sales. 

In any case, it would be a bad precedent for the United States to 
discriminate among its foreign customers for farm products even 
though Cuba were to agree to such a discrimination in the case of rice. 

The Cuarrman. Mr. Shum: an, it has been suggested, I think, by the 
vast majority of ricegrowers of the country, located in California, 
Louisiana, Arkansas, “and Texas, which as you know are the four 
main rice-producing States 

Mr. SHuman. Yes, sir. 

The CHatmrman. There has been much toying with the idea of 
a two-price system. Don’t you think it might be well that we try 
out one, try it out on rice, since it affects few farmers and only four 
States, and see how it works, rather than keep on talking about it and 
not doing anything about it ? ? 

Mr. SHuman. We are suggesting here that there be a pretty care- 
ful examination of the possible effects of this type of approach before 
there is a trial. 

The CHatrman. Well, that has been done for the past 4 or 5 
years. We have been looking into it, looking into it, and doing nothing 
about it. 

Mr, SHuman. We have an alternate proposal here that might-be of 
interest to you. 

The Cuarrman. Ina bill? 
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Mr. Suuman. Not in a bill. We have it suggested here. We have 
an alternate approach which we think perhaps the ricegrowers might 
prefer to try before they tried this other. 

Now, that, of course 

The Cuarman. Have you got it written out? 

Mr. Suuman. Yes, right here in the next two paragraphs, I think. 

The Cuarmman. Allright. Let us hear it. 

Mr. Suuman. As in the case of wheat, the problem of making an 
equitable division of the domestic market between producers who 
now sell varying percentages of their rice production to domestic 
and foreign consumers is by no means minor. We have seen no evi- 
dence to indicate that growers who have domestic markets that have 
been developed through the promotion of cooperative and company 
brands would be willing to pay a tax to finance payments to growers 
who produce largely for export. 

As in the case of wheat, we now have a two-price plan for rice 
actually since the CCC is offering stocks for export at less than do- 
mestie prices. We also are offering to sell rice for local currencies 
under Public Law 480. Our best information is that there is no 
overwhelming demand for United States rice, even on concessional 
terms. We are told by some potential foreign buyers that we are 
not producing the varieties desired and that in many cases they pre- 
fer rough rice, while much of Commodity Credit’s rice has been milled. 

We recommend—this is our reecommendation—that consideration 
be given to the holding of a referendum prior to December 15, 1956, and 
that rice producers be given an opportunity to vote on one, continua- 
tion of the present program, with strict acreage restrictions, or, two, 
higher acreage allotments with more variability in price-support lev- 
els, coupled with a vigorous merchandising program designed to re- 
gain a expand markets for rice. 

= CuHatrMAN. But you would have acreage curtailment in either 
plan ¢ 

Mr. SHuman. Yes. One would bea quota plan. The second would 
be an allotment plan. 

The Cuatrman. Yes. 

Mr. SHuman. And we believe that due to the fact that there are 
these distinct differences in the kind of rice produced in this country, 
that it would be very difficult to operate a two-price plan that would 
be equitable, and that perhaps this type of program would be of more 
appeal to the ricegrowers than the other. But—— 

The Cuarrman. Well, what would you do with this? How would 
you handle the increased amount of rice you produce on your alterna- 
tive plan No.2,then? How would that be handled ? 

Mr. Suuman. We think that—— 

The Cuarrman. Wouldn’t that tend to aggravate the conditions, 
since you have so much of the commodity on hand? 

Mr. Suuman. We think that there would be more of a differential 
in the price paid because some of the kinds of rice which we produce 
are in much greater demand than others. 

The Cuarrman., I believe you are talking of California right now, 
are you not? 

Mr. Suuman. In the rough rice, there seems to be more demand for 
export in some areas. 

The Carman. Yes. 
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Mr. Suuman. We also think that if there was a differential in price, 
we might see a very marked i increase in the use of some of the kinds of 
rice W hich now are going in Government storage. 

The CuHamman. What you are saying there ‘would dlease the Cali- 
fornians, but w “Fe be poison to Louisiana, Texas, and Arkansas. 

Mr. Suuman. I do not know. I think we would want to submit it 
to the growers, as to whether or not they wanted to go this route. 
Wew ould not want to say that this was it unless they were favorable 
toward it. 

The Cuarrman. Well, we held hearings for 5 weeks in the fall, and 
I believe that if you were to take a look at the hearings, you would 
find that the majority, the vast majority, of ricegrowers all over the 
country are desirous of trying a two-price sy stem and seeing how it 
works and seeing what results would come out of it. 

Mr. Suuman. We have had from time to time some meetings of rice- 
growers in Farm Bureau and we have had various proposals sup- 
ported. We think perhaps this referendum might be rather revea 
ing as to what their desire was. 

Shall I proceed ? 

The CHarrman. Yes, sir. 

Mr. SuuMan (continuing). Agricultural Act of 1954: 

The Agricultural Act of 1954 marks a significant change in the di- 
rection of farm price-support programs in that it recognizes the prin- 
ciple of using changes in price-support levels to encourage needed pro- 
duction adjustments and aid in moving excess supplies into market 
channels. The fact that this recognition was long delayed and the 
gradual transitions provided for by the 1954 act mean that time is 
required to work out of our present difficulties. 

We fully recognize that farm programs are not static. They deal 
with dynamic factors and consequently require constant review and 
improvement. 

(1) At our last convention we reaffirmed our belief in the principle 
of variable price supports. We also continue to favor provision for 
90 percent of parity price support for the first year that marketing 
quotas are in effect for any commodity immediately following a year 
in which marketing quotas were not in effect on such commodity. 
Thereafter the level of price support should be determined by farm- 
ers’ success in bringing supplies into line with normal as defined in 
— law. 

2) We support extention of the modernized parity formula to all 
cotaihodities on the basis provided in existing law, but urge further 
studies on the problem of improving the parity formula. 

Senator Toyz. May I interrupt at that point ? 

The Cuatrman. Senator Thye. 

Senator Toye. How many crops would you contemplate would still 
be eligible for the 90 percent in the 1956 crops ? 

Mr. SuHuman. They would all be eligible if they brought their 


production into line. But that is, of course, not too realistic. I think 
coven 


Mr. Woottey. Flax. 


Mr. Suuman. Probably flax, and probably others. Tobacco, cer- 
tainly. 


Senator Ture. Of course, that is fixed by law now. 
64440—56— pt. 8 15 
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The CuarrMan. That is fixed by law. 

Senator Ture. You would not tamper with that without bringing 
chaos in there. 

Senator Youna. May I ask a question ? 

Were you through, Senator ? 

Senator Ture. Yes. 

Senator YounG. Would you say soybeans would be eligible for 90- 
percent support this year ¢ 

Mr. SHuman. I am not sure. 

Mr. Woo.ttey. There is no oversupply factor affecting soybeans. 

Senator Youne. But wasn’t production in 1955 at an alltime high? 

Mr. Wootzey. The carryover of soybeans at the end of 1955 was 10 
million bushels, which was a very nominal amount of carryover of 
soybeans. 

Senator Younae. It was about six times higher than it was a year 
before, though. 

Mr. Woo..ey. But in that instance, 6 times higher does not mean 
anything, because the production of soybeans is in the neighbor- 
hood of 380 to 400 million bushels. 

Senator Young. I still cannot understand how you justify an in- 
crease in the soybean support level. Now, I am not opposed to it, 
but I do not know how you can justify it on the basis of the formula 
used on other crops, when your production this year has increased 
about 30 million bushels over a year ago, and is at an alltime high, and 
when our carryover is at a near alltime high. 

Mr. Wootiey. The Farm Bureau is not recommending an increase in 
the price support on soybeans. The question was asked by Senator 
Thye, as I understood it, as to what commodities could the Secretary 
go to 90 percent on from a standpoint of the supply situation. 

Senator Ture. That is it, exactly. 

You see, I wanted to understand better how you could administer 
this act, and for that reason I just asked the question in the hopes 
that you could specifically state the various commodities that could 
possibly come in under the act and be qualified to receive the 90 per- 
cent of parity price, because you say here: 

At our last convention we reaffirmed our belief in the principle of variable price 
supports. We also continue to favor provision for 90 percent of parity price 
support for the first year that marketing quotas are in effect for any commodity 
immediately following a year in which marketing quotas were not in effect on 
such commodity. 

And that was where I was interrupted, and the question was, What 
commodities would actually qualify in what he has stipulated in this 
particular paragraph ? 

Mr. Woottey. We misunderstood your question, if I might answer 
further. 

Mr. Suuman. Yes. 

Senator Tuyen. Yes. 

Mr. Woottry. What this contemplates, Senator Thye, is this: You 
remember that in the case of cotton we had marketing quotas on cotton, 
T think in 1950, and then in 1951 we got a tremendous increase in pro- 
duction—my years may be wrong—and the supply figures were such 
that the price support for the first year we would have gone under 
marketing quotas would have been less than 90 percent. 
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Now, what we say is that the first under marketing quotas, after 
having been out from under them, that that year, regardless of the 
supply and demand situation, for that 1 year the level would be 90 
percent, and then the level of price support for subsequent years would 
depend upon the success of the growers in bringing supplies in line 
with demand. ; 

Senator Tuyr. Yes; that is true now as far as cotton is concerned. 
But in applying this recommendation to the other crops, what crops 
could we expect would and could qualify to come under the 90 percent ¢ 

Mr. Woottey. In 1956? 

Senator Ture. Yes, sir. 

Mr. Woottey. None, because all of the quota crops are now under 
marketing quotas. 

Senator Ture. Yes. 

Mr. Woottry. They would first have to be out from under market- 
ing quotas, and then get themselves in a bad supply and demand situ- 
ation before this would become operative. 

Senator Tuyr. Yes; that is why I asked the question. 

Mr. Woottey. Yes. 

Senator Tuyr. I wanted definitely to make the record show that this 
particular paragraph could not give any relief to the producer of any 
given commodity simply by offering the possibility that he could get 
90 percent, because there is not any commodity that you might apply 
it to other than soybeans or the linseed crop. 

Mr. Woottey. Excuse me. 

Senator Tuyr. Yes. 

Mr. Woottey. It would not apply to soybeans, because soybeans are 
not a merketing quota crop in this particular instance. You see, that 
90 percent would not apply there. I had misunderstood your original 
question earlier. 

Senator Ture. I see. 

Mr. Woottey. This only applies to the quota crops, and only is a 
provision to say that the first year they come back under quotas, they 
are not penalized that 1 year because of an excess supply. 

Senator Ture. That clarifies the question as far as I am concerned. 

The Cuatrman. Proceed, Mr. Shuman. 

Mr. Suuman. Thank you. 


SUPPORT AND ADJUSTMENT PROGRAMS 


Price support and production adjustment programs have a place in 
an overall agricultural program because we, as a nation, sometimes fall 
short of achieving the more general policy objectives that are funda- 
mental to the maintenance of prosperity, and because of certain con- 
ditions peculiar to agriculture which causes farm prices to fluctuate 
more widely than farm costs. 

Government programs for agriculture should be designed to help 
farmers achieve high per family net income, but we do not consider it 
the responsibility of the Government to guarantee profitable prices to 
any group. 

Real farm income cannot be protected by policies which draw 
excessive resources into agriculture, create unmanageable surpluses, 
or cause artificial prices to be capitalized into land values. 





3512 PRICE-SUPPORT PROGRAM 


Price support and production adjustment programs should take 
into account not only our experiences with existing programs, but 
also the differences that exist among commodities. For example, it 
must be recognized : 

(1) That some commodities are reasonably storable at moderate 
cost, while others can only be stored for short periods, at a high cost, 
or after expensive processing. 

(2) That some commodities are produced for sale, while other are 
produced primarily for use as livestock feed. 

(3) That the shifting of acreage diverted from protected crops 
under Government control program creates serious problems for the 
producers of these crops and also has serious implications for the pro- 
ducers of unsupported crops. This problem becomes more serious 
as the acreage involved increases. 

(4) That some commodities are little involved directly in foreign 
trade, whereas others need export markets, some are under pressure 
from imports, and still others must be imported to supplement do- 
mestic supplies. 

(5) That some commodities face more competition than others from 
substitute and synthetic products. 

(6) That producers are more favorably disposed toward produc- 
tion controls and price supports on some commodities than on others. 

It must also be recognized that individual commodity programs 
may have far-reaching effects on other commodities. 

I want to insert in there that quite in contrast to some of the pre- 
vious testimony before the committee, we do not believe that the com- 
modity-by-commodity approach will ever solve the problems of agri- 
culture, any more than one simple act of Congress can solve the prob- 
lems of agriculture. The commodity-by-commodity approach is ab- 
solutely unsound, because these commodities, no matter what they 
are, are interrelated, and what you do to one affects all of them. 

Finally, it should be recognized (a) that a Government storehouse 
is not a market, and (6) that farmers cannot get fair prices for farm 
products in the market place as long as we are faced with surpluses of 
such products. 

The committee now has a bill making specific proposals. Since we 
have not had ample opportunity to analyze the provisions of this 
legislation, we would like an opportunity to file a supplemental state- 
ment with the committee with regard to detailed provisions of this 
proposal. 

Then following is our own draft of a proposed bill, “Surplus Re- 
duction and Soil Bank,” which we have filed and will not read. 

The Cuatrrman. Mr. Shuman, as you know, Senator Aiken has in- 
troduced a bill here yesterday, I think it was, and we have a draft of 
one based on the grassroots hearings we have held. 

Mr. Suuman. Yes, sir. 

The Cuamman. And now you are proposing one. 

Mr. Suuman. Yes, sir. 

The Cuarrman. Now, if you desire to look at those and in the light 
of your own, if you desire to give us a little brief on it 

Mr. Suuman. That is what we would like to do very much, sir. 

The Cuarrman. Yes. Please do that on or before Monday. 

Mr. Suuman. All right, we will do that. 
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The Carman. Are there any further questions? 

Senator Youne. I would like to ask one. 

The CuarrMan. Senator Young. | zi. 

Senator Youne. Are you familiar with section 106 of the adminis- 
tration bill which permits the Department of Agriculture to sell CCC 
stocks into the market ? det 

Mr. Suuman. I am only generally familiar, since I only read the 
ee reports on it. I might be able to answer a question on 
it and I might not. : 
Senktie Fone. Would you be in favor of selling these commodi- 
ties into the market at less than the present provision, which provides, 
you know, 105 percent of parity? And it was proposed, I think, by 
the administration previously to sell them into the market at price- 
support value plus carrying charges. ; ; 

Mr. Suuman. We think, Senator, that our approach in our bill 
is far better where we connect the underplanting to the amount which 
is to be released for compensation to farmers. We think in that way 
we would tie the releases to the reduction, and that would not result 
in price-depressing action on the market. 

Now, I am not familiar with just exactly what the Secretary or 
what this bill intends to do. We are not in support at this time of 
that provision. 

Senator Youna. Thank you. 

The Cuarrman. Thank you, Mr. Shuman. 

Senator Ture. I have just one question. 

The Cuarrman. Yes, Senator Thye. 

Senator Ture. I do not know whether you have seen the bill or 
not, Mr. Shuman. 

Mr. Suuman. I have not had a chance to read it. 

Senator Ture. I introduced that variable support bill, S. 2776, 
and it proposes to pay a higher support to the man who has but a 
very small commodity loan, whether it be corn or wheat, and pay a 
lower support price to an applicant for a larger commodity loan. 
Now, I introduced that for the purpose that rather than to have a 
ceiling beyond which we would pay no supports at all, we would 
put it low enough so that there would be supports but it would be 
at a very low level after they got to $15,000, or we might alter the 
figures if we deemed it advisable. 

I have requested the Department of Agriculture to give me statistics 
as to how many loans fall into the different categories of support here. 

But have you ever given thought to that idea that we would say— 
for instance, here comes a small producer making an application for 
a commodity loan of $1,000 on whieas or corn, and at that small level 
he is not adding much to the surplus of this Nation. You would give 
him 100 percent so as to give him protection, but when you got down 
here to a man making application for $15,000 or more in commodity 
loans, he would be supported at not to exceed 70 percent or not to 
exceed 65, whatever figure we agreed upon. 

So you would have a scale that would average out somewhere around 
85 or 90 percent for what becomes the average commodity loan, 
whether it be corn or wheat or whatever commodity it might be. “In 
that manner, you would not have to establish a ceiling above which 
one man could not get any consideration. All the production that 
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he would have beyond that ceiling would be out on the cash market 
at any figure that he could get. 

It is just a thought on which I have heard many discussions, and 
I have given it some thought, and I introduced a bill on it in order 
to get it considered along with the other proposals we are working 
on. Now, we have got here today before us three major proposals 
that embody a very wide field of items and commodities. It 1s like 
a bundle of material that we have carried into this table. We are 
going to take it and try to fabricate a farm bill out of it. I put my 
bills in, both on a soil-bank proposal as well as on this variable price 
support, in order that they will be additional material that we can 
use in our endeavor to frame some kind of farm bill here. 

But what do you think of the idea of varying from a higher price 
support for the little fellow to a lower support for the big fellow? 

Mr. Suuman. Senator, of course, I certainly think that we ought 
to explore all possible ideas and approaches to this very difficult prob- 
lem. These problems cannot be answered by one single approach. | 
have not had the opportunity to read—I will plan to read it—the 
bill which you have introduced. In general, on this idea of whether 
it is a ceiling on the level of price supports or whether it is a graduated 
price supports schedule, you would need to raise the question, and 
I raise the question, as to whether our objective is to control pro- 
duction through the allotment and quota approach, or whether we 
want to put in an incentive to divide up farms. 

Now, I am not saying that your bill does it, because I do not know. 
But we need to keep in mind what our objective in this legislation was, 
which was to get compliance with the quotas and to adjust production. 

Now, that is the criteria by which I would examine the bill in my 
own mind, and I would not be in position to say whether or not your 
particular approach was sound or not until I had a chance to try to 
think it through, and I might be wrong after I thought it through. 

Senator Tuygr. Thank you. 

The Cuarrman. In that connection, does the bill you propose, pro- 
vide for any kind of limitations? 

Mr. Suuman. No, sir. 

The CHarrman. That was one of the subjects we asked you to 
cover. 

Mr. Suuman. No, sir. Our bill does not provide for any limita- 
tion. We would not favor a limitation. 

The Cuarrman. That is why you did not put it in, then? 

Mr. Suuman. That is right. 

The Cuarrman. All right. 

Mr. Suuman. The reason why we would not favor a limitation is 
because we think that the objective of these control programs is 
to control production and not force division of farms. 

The Cuairman. All right. Thank you, Mr. Shuman. 

Mr. Suuman. Thank you. 


SUPPLEMENTAL STATEMENT FILED BY THE AMERICAN FARM BUREAU FEDERATION 
REGARDING COMMITTEE PRINT OF JANUARY 17, 1956, AND S. 2949, INTRODUCED BY 
SENATOR AIKEN ET AL. 


Since the committee print dated January 17, 1956, indicates it is merely a draft 
prepared by the committee staff, to illustrate suggestions made to the com- 
mittee, we are not commenting on all of the points raised by the committee print. 
We are likewise merely commenting generally on S. 2949. 
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1. COMMENTS REGARDING COMMITTEE PRINT 


(a) We favor the principle that in order to qualify for price supports, pro- 
ducers be required to put an acreage of soil-depleting cropland in the soil bank, 
provided that this shall not apply to 1956 crops or to crops for which marketing 
quotas are in effect as a result of referenda held prior to enactment of legisla- 
tion proposed herein. If corn allotments were suspended in 1956, and pro- 
ducers given an opportunity to vote concerning reinstatement of allotments in 
1957, we would not be opposed to making the program effective in 1956, pro- 
vided the crops affected should not have been planted. We would not be op- 
posed to this requirement being extended also to eligibility for agricultural 
conservation payments. The Farm Bureau consistently has supported the 
principle that producers receiving price supports should not be given Govern- 
ment benefits and at the same time be permitted to shift the acreage taken out of 
price-supported crops into the production of other crops or commodities. The 
lack of control of production on acres diverted from supported crops constitutes 
unfair subsidization of competition with the producers of all other agricultural 
commodities. 

(b) The prohibition against the use of any retired land for the production of 
agricultural commodities or products, including livestock products, is a vital 
requirement of any program to withhold acreage from production. 

(c) We do not believe it is desirable at this time to make major changes in 
the determination of the level of price support, the determination of parity, 
or eligibility for price support as set forth in the Agricultural Act of 1938, as 
amended, by numerous acts, including the acts of 1948, 1949, and 1954. 

(d) It is undesirable to limit or graduate the amount of price support which 
an individual producer may earn by reason of the size of a farm or ranch. 
Proposals of this type would, if adopted, penalize efficiency, place a ceiling 
on opportunity, encourage the artificial division of farms and ranches, and 
finally, result in increasing the cost of food and fiber to consumers by forcing the 
division of farms and ranches into uneconomic producing units. By arbitrarily 
forcing some producers to sell at a lower price than others, the result could 
be to undermine the price that the Government is trying to support to all pro- 
ducers. It could force larger amounts of price-supported commodities into the 
inventories of the Commodity Credit Corporation and further impede the mar- 
keting of such commodities through the normal channels of trade. Graduated 
land taxes are unconstitutional in many States, yet this proposal would have 
a similar effect as such a tax. 

(e) Any soil-bank plan should have the objectives of helping to balance agri- 
cultural production with effective market demand, emphasizing conservation, 
contributing to a solution of the diverted acre problem, facilitating a substan- 
tial reduction in the Government’s inventories of surplus commodities, emphasiz- 
ing the voluntary approach, protecting the rights of tenants on an equitable 
basis, including enough incentive to achieve a high percentage of participation, 
but using payments only to further the achievement of these objectives and not 
as an end in themselves. 

Since accumulated surpluses are acting as a ceiling on farm prices and de- 
pressing farm income, we believe that a soil-bank plan at this time should use 
the surplus stocks of Commodity Credit Corp. to reward the producers for 
placing acerage in the soil-bank. We favor the “payment in kind” approach, 
since we do not believe that the soil-bank plan should be kept in operation in- 
definitely and as the Commodity Credit Corp. stocks are liquidated, the pro- 
gram likewise could be terminated. We believe it would be possible to have a 
highly satisfactory soil-bank plan, if only a very nominal amount of newly ap- 
propriated funds were made available for that purpose, since the quantity of 
surplus stocks held by CCC are quite ample to make payments at this time. 

Of course, the release of commodities from the CCC stocks should be handled 
in such a manner as to limit the quantities released to a reasonable estimate of 
what would have been produced for market on the acreage withheld from pro- 
duction. By calculating such payments at harvesttime, after the yields per 
acre are readily available, it would not be too difficult to make payments out of 
surplus commodities in such a manner and in such quantities as to minimize 
any adverse effects upon the market prices of the released commodities. 

Apportionment among States, counties, and farms of acreages to be put into 
the bank, is an unnecessary administrative burden which should be avoided. 

Any soil-bank payment should also be varied in such a manner as to fairly 
compensate producers for their real contribution to a reduction in production. 
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This would necessitate being careful about making payments for merely with- 
holding acreage from production for only 1 year. Arid areas, by holding acre. 
age out of production merely 1 year, could build up a water supply on such 
land so that production the second year would be much greater than it would 
have been otherwise. Comparable situations would occur in humid areas for 
acreage only held out of production 1 year. 

(f) We oppose the provisions of title III, section 301. The setaside provisions 
of the Agricultural Act of 1954, should not be amended to make stocks withheld 
from the market under that act into a revolving inventory which will continue 
to hang over the market and depress prices. 

(9) It would be advisable to place the programs concerning school milk, 
brucellosis and milk for veterans and members of the armed services on a regular 
budget basis, rather than to continue to finance these activities out of CCC 
funds. 

(hk) The Farm Bureau believes that the certificate plan to effectuate a multiple 
price program for wheat, if put into effect, would constitute unfair competition 
for the producers of other commodities. With respect to rice, a multiple-price 
plan has some serious problems which should be given careful consideration. It 
should not be permitted to unfairly destroy the market for approximately 50 
million bushels of corn, which is now going into brewers grits. We actually 
have a two-price plan for both rice and wheat, since the CCC is offering stocks 
for export at less than domestic prices, and these commodities are being sold 
for local currencies under Public Law 480. 

(i) Amendments to the marketing quota and acreage allotment provisions of 
the Agricultural Adjustment Act of 1938, as amended, should not be made in 
such a manner as to relieve individual producers from making a just contribu- 
tion to the balancing of supplies with demand. The indefinite crediting of pro- 
ducers as having planted their allotments by the release and reapportionment of 
acres could have such effect. We are for the release and reapportionment of 
acreage allotments as they are presently established in the law. However, any 
acreage underplanted to qualify for payment under the surplus reduction and 


soil-bank act should not be available for release and reapportionment to any 
other producer. 


9 


2. COMMENTS REGARDING 8, 2949 


(a) The Farm Bureau generally agrees with a number of the major points 


contained in 8. 2949, However, it falls short of the policies advocated by the 
membership of the Farm Bureau on a number of points. We agree with the 
principle of providing for the voluntary reduction of production of farm com- 
modities now in surplus through the underplanting of allotments. We have 
recommended this. We have also recommended that payments to farmers, who 
voluntarily underplant their allotment, be in the form of certificates drawn 
against surplus stocks held by the CCC. 

(0) Farm Bureau supports the establishment of a plan to take other land 
out of production for a period of not less than 3 years. 

(c) We favor the prohibition of harvesting and grazing on soil-bank land, 
since such provision is vital in protecting the interests of livestock and dairy 
producers. 


(d) We are pleased that the bill provides for protecting the rights of tenants 
on all phases of the soil-bank program. 


8. THE FOLLOWING MAJOR POINTS OF THE ADMINISTRATION'S BILL REQUIRE REVISION 


(a) Unfortunately, the bill does not refer to one part of the Farm Bureau's 
plan, which we consider to be an essential section of a bill to reduce surpluses 
and establish a soil bank; that is the section which provides for requiring that 
farmers place a percentage of their land devoted to price-supported crops in 
the soil bank as a condition of eligibility for price-support loans. This would 
further help with the problem of diverted acres. 

(b) Section 106 should be revised to provide a greater safeguard against the 
improper release of surplus stocks into the domestic market. It is suggested 
that the provisions of section 5 of the bill we proposed, providing that release 
of stocks into domestic markets in any one year, shall be limited to such quanti- 
ties as the Secretary determines to be a reasonable estimate of what would 
have been produced for marketing during such marketing year, on the acreage 
withheld from production under all the provisions of the act, would have been 
a considerable improvement. It should be recognized that these payments 
would not be made until after harvest, which would enable the Secretary to 
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reasonably calculate the quantities that would have been produced on the under- 
planted and otherwise withheld acres. 

(c) We believe that any soil bank plan should provide judicial relief to 
the producer if he feels aggrieved particularly in those instances where he has 
made a substantial compliance with the agreement entered into with the 
Government. 

(d) We oppose disposing annually of 100 million bushels of wheat for feed 
without any safeguards. We would not oppose the use of wheat for paying 
producers for underplanting their allotment or holding acreage out of produc- 
tion for a period of not less than 3 years. However, we would keep such dis- 
posals tied to the provision that the release of stocks into domestic markets, 
in any one year, shall be limited to such quantities as the Secretary determines 
to be a reasonable estimate of what would have been produced for marketing 
during such marketing year on the acreage withheld from production under 
the law. 

(e) We oppose the revision of Public Law 480 in such a manner as to make 
unfriendly countries eligible to exchange their currencies for surplus American 
food and fiber or to be given such commodities for relief. Title III of Public 
Law 480, permitting barter should be very carefully considered before any 
action is taken to open up these provisions to unfriendly countries. 


4. GASOLINE TAX REFUND 


We are pleased with the proposal of the administration to in effect, repeal 
the Federal gasoline tax for gasoline used in agricultural production. This is 
something we have been advocating vigorously for over 2 years. It is recom- 
mended that the Secretary of the Treasury be authorized to enter into agree- 
ments with States making refunds on gasoline taxes so as to permit the States 
to make the Federal refund and thereby save on administrative expenses. 


5. GENERAL 


We have merely commented generally on Senate committee print of January 
17 and S. 2949. Accordingly, the foregoing comments should not be considered 
to be a complete statement of our views with respect to all of the matters 
raised in either one of those two documents. 

The Cuarrman. All right, Mr. Newsom. 

We have kept you for dessert. 

Mr. Newsom. I am sure, Mr. Chairman, I know the implication 
of that one. 

The CHarrMan. Will you give your name? 


STATEMENT OF HERSCHEL D. NEWSOM, MASTER, NATIONAL 
GRANGE 


Mr. Newsom. I am Herschel Newsom, master of the National 
Grange, a farmer in Indiana. 

I have taken the liberty, Mr. Chairman, of asking Mr. Parker and 
also Mr. Zimmerman of our staff, to be available in case we need help. 

The Cuarrman. As I said to Mr. Shuman, all bureaucrats come 
here with their help; so we will not deny you that privilege. 

Mr. Newsom. Mr. Chairman, I think if I do not owe the committee 
an apology, I at least owe an explanation. We started yesterday to 
draft some testimony on the subject matter that we thought was before 
ihis committee, predicated primarily on the President’s message, and 
then late yesterday evening we were furnished a draft from the 
Department of a bill which we understood would be introduced this 
morning. 

So we concluded, I hope accurately, sir, that you would prefer that 
we base our testimony on that particular bill. 
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We, therefore, revised the testimony this morning. I have with 
me only 2 partial copies and 1 rough copy. I had expected that the 
full 50 copies would be here before Mr. Shuman finished. So far as 
I know, they have not arrived, but I expect them to arrive any 
minute, 

The Cuatrman. Mr. Newsom, if you recall, when all of you folks 
were before us, there was a suggestion made that you take, I think 
there were 5 or 6, of the major problems that we were going to legis 
late on and give us your views as to how you would do it. 

Mr. Newsom. All right, sir. 

The CHarrMan. Now, that is what we expected of the Grange. 

Mr. Newsom. I am prepared to do that, Mr. Chairman. 

The CuarrMan. Well, you can do that and then criticize the bill, 
too, if you want to. 

Mr. Newsom. All right, sir. 

The Cuarrman. All right, let’s go. 

Mr. Newsom. Farmers and rural families are deeply appreciative 
of the evidences of consciousness of the increasingly serious economic 
plight that faces them and of this committee’s determination to do 
something about their problems. 

Our National Grange session, held only 2 months ago, met and 
worked in an atmosphere of extreme concern over this Nation’s failure 
to recognize thus far that farmers, rural families, and the business 
of agric cultural production, are currently operating within a complex 

American economic and social structure, in which it is no more pos- 
sible than it is equitable and just, to treat farm problems in the ab- 
stract; trying continuously to solve the problems of inadequate farm 
income within the business of agriculture. We must recognize, as 
the Grange has insisted, that our “cost-price squeeze” on American 
farmers is definitely a result of having the matter of farm income 
treated in an entirely different manner than this Nation has ever 
handled the matter of income, prices, or wages for all other Americans. 

This is why the National Gr: inge has steadfastly insisted that to con- 
tinue this fruitless argument over relatively minor adjustments in the 
level of a fixed-price program and an average-control program, clearly 
designed to work entirely within the business of agriculture itself— 
and in total ignorance many times of the fact that in many of our 
problems we cannot possibly isolate American agriculture either from 
the rest of the United States economy, nor can we isolate it from the 
effects of competitive conditions inter nationally—is to continue to con- 
demn American farmers to a declining level of both gross and net 
income. 

We believe that it is no more constructive to talk about restoring the 
90 percent rigid price-support level (even on a graded commodity 
basis) under the program of the past many years than it is to assume 
that simply by removing our present so-called surpluses and relieving 
the Commodity Credit Cor poration of its present stocks that we could 
then presumably make the 1954 act succeed. I mean to say that if we 
are thinking in terms of raising farm income, it is not going to succeed 
just by removing these stocks. Neither alternative is going to improve 
farm income. 

Later in this testimony we will have more to say about specific modi- 
fications that we think must be made—amendments which must be en- 
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acted to our basic agricultural legislation and should by all means be 
enacted in this session of the Congress. 

It is, of course, abundantly clear that any sort of program, no matter 
how sound it may be, would operate under great difficulty—if at all— 
in the face of the present Government holdings in these export com- 
modities, and in the case of a few other commodities. The longer, 
however, we postpone adoption of a realistic, constructive program the 
worse is likely to be our situation from the standpoint of surpluses on 
hand. With respect to those surpluses now on hand, three correlated 
actions should be taken : 

1. Publicly and officially it should be recognized that the surpluses 
are fundamentally a product of the Nation’s participation in World 
War II and the Korean war. It should be recognized that prospec- 
tive dollar losses in connection with the disposal of large amounts of 
these surpluses are legitimate and unavoidable war costs. It should 
be recognized, too, that these losses are relatively small in relation to 
overall war costs and that they are, in fact, a modest price to pay for 
the assurance this Nation had, all through recent years of hot and cold 
wars, that our people would not want for food. Whether or not there 
were Government timing errors in the past in connection with farm 
program adjustments is of far less importance than concerted, con- 
structive action from now on. 

Senator Torr. Mr. Newsom, do you mind if I interrupt ? 

Mr. Newsom. I certainly do not. 

Senator Tuyr. You are dead right, and many a machine did I see 
sold in the postwar era, after World War II, for only a fraction on 
the dollar of what its actual value was when it was a part of our 
industrial defense plants. And if they could do it with industrial 
plant equipment, then I think that we have a perfect right to think 
in the terms of trying to save the agricultural economy from the 
chaotic situation of putting some of it on the so-called bargain block. 

You are entirely right. 

Mr. Newsom. Senator and Mr. Chairman, and Senator Young, at 
the risk of being burdensome and repetitious, I would like to try to 
underline the truth of what we are trying to point out here. I think 
it will tend to get our basic problem in a little clearer focus than some 
of our contemporaries have tended to do. 

I do not know whether all three of you Senators were present when 
Senator Capehart testified a few days ago or not. 

Senator Youne. Yes. 

The CHarrman. Yes. 

Mr. Newsom. But I am much impressed by the recitation of some 
of the facts that he cited there. If you do not mind, Mr. Chairman, 
I would like to reenforce what I have tried to say there by simply 
referring to a few of those facts that Senator Capehart called to 
our attention: 


o 
— 


If we continue looking through this book— 
Mr. Chairman, this is from Senator Capehart’s testimony— 


we find an oil refinery at Catlettsburg, Ky., sold for $2.3 million, which had cost 
the Government $16.4 million; steel properties in Utah costing the Government 
$191 million being sold for $47 million; another steel plant in Utah ecoesting the 
Government $12 million being sold for $1 million. 
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Then farther down, here are some other important figures: in 
Florida, a plant that cost $17.6 million was sold for $5.8 million; a 
steel mill at Daingerfield, Tex., that cost the Government $24 million 
was sold for $5 million, and then this same Government turned around 
to loan the purchaser $73.5 million for steel-plant expansion in the 
same locality. 

I am just very certain, Mr. Chairman, that 

The CuarrmMan. Well, we could multiply that many times, Mr. 
Newsom. 

Mr. Newsom. There is not a doubt in the world about it, and I 
think we have failed as farm spokesmen and as friends of agriculture 
to really get this thing in proper focus. 

The CHarrmMan. Proceed. 

Mr. Newsom (continuing) : 

2. Reappraise the Nation’s requirements for strategic stockpile 
reserves. 

It seems clear to me, Mr. Chairman, that in the face of cold war 
realities and increasing population and several other factors, that 
we may need very definitely to redefine a desirable carryover or 
reserve structure. In other words, what I am trying to suggest to you 
is that this is a problem for which agriculture must not be charged 
in the first place and, in the second place, its magnitude may have 
been very seriously overemphasized by some of our friends and con- 
temporaries. 

2. Reappraise the Nation’s requirements for strategic stockpile re- 
serves of storable form products in terms of the currently troubled 
international situation. Increase the size of these reserves if neces- 


sary, and insulate their effect on the market pe by appropriate 


guaranties governing use and disposal. Stockpile reserves would 
need to be rotated on some practical schedule, of course, to prevent 
spoilage. 

3. Expand the present disposal program by every possible means 
short of dumping and the imposition of excessive competition on the 
legitimate trade of other nations. Our obvious aim should be to 
eliminate supplies in excess of needed reserves at the earliest practical 
date. Asa major part of this expanded disposal program, supplies 
should be used to an ever greater extent as an implementation of 
United States foreign policy and the strengthening of the free world. 
In addition, the services of Christian religious organizations should 
be enlisted to an even greater extent, and through them the services 
of organizations of other religions of the world, in sharing more of 
our war-born abundance with needy men, women, and children of less- 
favored nations. Increased distribution under these auspices could 
bring priceless returns, not only to the United States but to the entire 
Christian world. 

It is, of course, clearly necessary that we avoid future excessive ac- 
cumulations by inaugurating new multipurpose programs, commodity 
by commodity, that deliberately restore and utilize both domestic and 
foreign market places as the balancing force of demand and supply. 

And we take vigorous disagreement, Mr. Chairman, with some of the 
statements of our distinguished contemporary just preceding us. I 
felt much encouraged when he recited some 5 or 6 or 8 or 10 para- 
graphs there citing the differences in the nature of the problems in 
various commodities. I thought at long last they were probably 
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going to recognize the necessity of an approach predicated on the 
yroblems within a given commodity, but he shattered my hope when 
ce wound up his reading of the various numbered statements and 
reiterated his opposition to a commodity-by-commodity approach. 

We believe in it. We think it is absolutely necessary, and we will 
have more to say about it later. 

To fail to do so will render the above correlated actions with regard to present 
surpluses entirely fruitless. 

This above quotation from the journal of proceedings of our recent 
National Grange meeting in Cleveland, Ohio, together with the fol- 
lowing vigorous statement taken out of the report of our agricultural 
committee in that session, clearly indicates Grange position on this 
important matter. This is a quote: 

The National Grange feels compelled to express its dissatisfaction with cur- 
rent programs to dispose of huge surplus stocks of farm commodities. 


LAND RENTAL OR “SOIL BANK” APPROACH 


The Grange has long recognized and repeatedly stated that a form 
of land rental type program—preferably as closely related as we can 
honestly relate it to a long-range, sound soil conservation objective— 
has a real place in both emergency type farm legislation and in long- 
term permanent legislation. 

And now, Mr. Chairman, as indicated, I am following exactly the 
chronology of the administration draft of the bill. And I confess 
here, too, Mr. Chairman, that I may want to make reservations on 
some of these statements after we have had a chance to consult with 
some of our own staff. This is one time when I have personally and 
individually prepared this testimony without even the opportunity 
of consulting my own staff. I do not like to do that, but I am so 
completely in sympathy with your desire to meet a February 15 
deadline that I did not want needlessly to delay the process. 

Subtitle (A), The Acreage Reserve Program, seems basically sound 
and substantially in accord, we believe—on a hasty and superficial 
examination of its contents—with Grange program and policy and 
with the above enunciated three-point program, insofar as our present 
Government-held stocks are concerned. 

Prompted by discussions in which we have participated on this 
subject matter, rather than by specific provisions of this draft as we 
observe it now, we would warn against an erroneous assumption that 
a long-term operation of such an acreage-reserve program will do 
anything constructively and progressively, either to raise farm in- 
come or to make increasing contribution to the total national welfare. 
This acreage-reserve program approach, in our judgment, has major 
potential value during either a 1- or at most a 2-year operation. 
The longer such a program is permitted to operate or the greater the 
length of time on which we may be willing to rely on such a program, 
the less value it will have. 

We would, therefore, urge this committee to think in terms of ade- 
quate incentive to make the acreage-reserve program capable of doing 
two fundamental things and doing them to the greatest extent pos- 
sible and practicable within 1 year’s time. Those two things are: 
(1) To “buy” a substantial adjustment between currently available 
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markets and current agricultural supply; and (2) put dollars of 
purchasing power into the hands of the rural families of America— 
which we believe is highly desirable in face of the situations that now 
confront us. 

To make certain of these objectives we will call attention to provi- 
sions in sections 106 and 107 later which we believe virtually fore- 
close the possibility of achieving these objectives under this program. 

And that is the one concerning raising farm income. I just do not 
think it is possible, in terms of my quick interpretation of those two 
sections. 

We would especially urge that participation in this acreage-reserve 
program must be a strictly voluntary determination on the part of 
the farmer himself. Here again, in view of the absence of the infor- 
mation which we should have had if our land classification program 
had been completed, we are sure that this program can be sound and 
acceptable only if it is on a strictly voluntary basis both as to whether 
participation is advantageous to the individual and as to the actual 
acres or number of acres which can be placed into the acreage-reserve 
program. 

For reasons mentioned above, it seems entirely clear that the con- 
tent of section 105 must leave wide administrative discretion. We do 
deem it appropriate, however, for the Congress to make determina- 
tion as to whether or not it is a fundamental purpose of this section 
that these compensation devices shall in themselves be used for the 
purpose of actually raising farm income, which purpose we in the 
Grange believe is altogether justifiable under present circumstances— 
or whether we are going to try to force compliance—rather than to 
provide incentive to achieve compliance and whether, in short, we are 
only interested in curtailing production rather than actually being 
interested in increasing farm income. 

I think a careful reading, Mr. Chairman, of section 105 leaves a 
great deal of doubt, and while I have tried to say that I think we 
must leave administrative flexibility, I think it is up to the Congress 
to give the Department or the administration a mandate as to whether 
or not this section should be administered to raise farm income. 

That is all I am suggesting here in the way of modification at the 
time. 

It likewise seems entirely clear that the terms and conditions of sec- 
tion 106 must be highly flexible. We must, of course, recognize the 
danger inherent in the use of this acreage reserve certificate mecha- 
nism. It is entirely clear that it may take very skillful management 
and manipulation of the authority provided in 106 to guard against 
further depression in prices on agricultural commodities and farm 
income itself. 

I will reserve the right to examine 106 again rather diligently. 
I think there is potential danger there, unless, as I have indicated 
above, the real mandate from Congress as to the purposes to be 
achieved is perfectly clear. 

Senator Youna. It does seem to set a dangerous precedent, does it 
not, to allow the Department of Agriculture to sell agricultural com- 
modities at a market price rather than a support price plus a per- 
centage ? 

Mr. Newsom. I am very much disturbed by that section. We are 
going to pay our respects to that one just a little bit later. 
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We firmly believe that the conservation reserve program under sub- 
title (B) of title I of the administration draft, which we understand 
to be before this committee, is basically sound and highly desirable. 
We would earnestly recommend that in the administration of this 
provision in whatever form it may finally be determined to be desir- 
able or most. promising of real results should take due cognizance of 
two factors which we understand are being omitted entirely from this 
subtitle (B). se 

Those factors are the urgent need of continuing and completing at 
the earliest practical date our land classification program. We will 
thereby have a far more reliable method of determining both the acres 
that should go into the conservation reserve, and the incentive that is 
equitable and realistic, on each of those acres. — 

On the very few minutes’ examination that it has thus far been our 
privilege to make—actually we have not had the draft of this prospec- 
tive legislation in our hands long enough to make sure of its content— 
we are not certain that any legislative modification is needed. 

For the record, however, we would like to record Grange hope that 
the administration of this section of the act would take due account 
of the extensive network of soil-conservation districts across this 
Nation. 

These soil-conservation districts can be of substantial value in mak- 
ing this kind of legislation really productive of long-term results, both 
to American farmers and to society as a whole. 

Although I concede it may not be necessary to do so, I would urge 
the committee to give some consideration to amending section 112 to 
include specific reference either to soil-conservation districts or do so 
indirectly by the simple addition of the word “district” after the word 
“State” in what is line 5 of the draft before me—that is the mimeo- 
graphed draft on which we were working—so that that section, Mr. 
Chairman, would read—Mr. Parker points out that that is on line 21, 
under section III, page 11, of your printed copy of the bill, section 
112, and that line 21 should read: 
may reimburse any Federal, State, district, or local government agencies. 

I am just afraid that soil-conservation districts may be ignored 
there. 

We subscribe to the idea of using Government-held stocks as a means 
of buying this adjustment. We do not subscribe to the idea that a 
long-term operation of any such program as this is sound or desirable. 

The soil-bank program can at best be used to improve the status of 
rural people both on a short-term and long-term basis. I respectfully 
urge major modifications of sections 106 and 107, however—and now, 
Senator, we get to the point that you raised a moment ago—because 
it seems clear to me that they will actually serve to quickly reduce price 
levels to—and freeze them at—a minimum support level or below so 
long as Commodity Credit Corporation has any stock of any of these 
commodities. 

Now, I hope my interpretation is not thoroughly justified, but I 
cannot read those provisions with any other interpretation. It does 
not seem possible. 

Senator Youne. If my information is correct, both cash and future 
markets dropped early today as a result of this provision in the bill. 
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Mr. Newsom. I have been so concerned with studying the thing 
before me I have not even seen the papers, but it comes as no surprise, 
and I think if this committee were to report those sections favorably 
that isexactly what would happen. Those markets would drop almost 
immediately to whatever the minimum permissive support level 
might be. 

Senator Youna. Now, Mr. Newsom, I do not think this provision 
was either in Secretary Benson’s statement or in the President’s mes- 
sage. It seems to me that it was slipped in by someone in USDA. 

Mr. Newsom. You have anticipated my next paragraph. 

Senator Tuysr. I was going to say, too, that when I joined as a 
coauthor of that bill I had no knowledge that that specific provision 
was in it from the statements of the Secretary before us or the message 
that had been delivered. 

Senator Youne. Neither did I. 

Mr. Newsom. I don’t believe either the Congress wants to do this 
and I don’t believe the President’s message made or implied any such 
objective. Unless I am terribly mistaken, however, this is a certain 
result, as presently drafted. 

Title 2, miscellaneous provisions and amendments: The first action 
that this committee should consider in dealing with the increasingly 
serious wheat problem of the United States is the program that has 
long had the vigorous endorsement not only of the National Grange 
but of the vast majority of all of the wheat growers of America. We 
therefore earnestly suggest that the very first section under title 2 
should be the provisions of 8. 1750, introduced last April 20 by Sena- 
tor Frank Carlson of Kansas, and subsequently, Mr. Chairman, as you 
well know, introduced by several other Senators. 


To thus amend the Agricultural Act of 1949 by lowering the support 
level on wheat to such level as the Secretary of Agriculture may deter- 
mine—and now I am quoting from those bills: 


After taking into consideration the following factors: 
1. the supply of the commodity in relation to the demand therefor ; 
2. the price levels at which corn and other feed grains are being supported 
and the feed value of such grains in relation to wheat ; 
3. the provisions of any international agreement relating to wheat to 
which the United States is a party; 
4. foreign trade policies of friendly wheat exporting countries; and 
5. other factors affecting international trade in wheat, including exchange 
rates and currency regulations— 
and then provide—through the issuance of certificates as proposed in 
S. 1750—a means of supporting income of wheat producers, while we 
seek to eliminate the evils of the present fixed price program is respect- 
fully but vigorously urged on this committee. 

This domestic parity or wheat certificate program is fundamentally 
and economically sound. It will accomplish all of the desirable objec- 
tives which are sought in sections 201 and 202 of this administration 
bill. It will accomplish these objectives without discrimination or 
favoritism; it will acomplish them without gross violation of sound 
and fundamental and economic law. 

Now, Mr. Chairman, I would like simply to interject there that 
those objectives of those sections mentioned are that we provide for 
the production of wheat on any farm where that wheat may be pro- 

: oe 
duced and consumed totally on the farm without penalty. We think 
this is a highly desirable objective. But as you well know, Mr. Chair- 
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man, we have been terribly apprehensive about any long-term opera- 
tion of such a program. As you perhaps well know, the original draft 
of that S. 46 provision contained provision for some of the most exten- 
sive policing operations, which we think are necessary, if any such 
program operates beyond the first year, because, how are you going 
to be sure that wheat produced without penalty in 1 year cannot be 
carried over and marketed a subsequent year? 

In other words, this whole approach, plus the approach of expand- 
ing wheat acreage in the so-called noncommercial area, which is an- 
other provision in section 202 here, while we restrict production in the 
most efficient areas that we have, plus the idea of saying to wheat 
farmers in Maryland and Pennslyvania, for example, “Now, you can 
sroduce wheat for feed, but the farmers out in Kansas and Minnesota 
and the Dakotas and the Pacific Northwest, you can’t produce wheat 
for feed. You are condemned to produce wheat on a continually 
diminishing acreage here simply because you are in the efficient com- 
mercial area, and you are condemned to continue to produce it for 
Government”—we just think there is no defense for any long-term 
provision of that kind. 1 stoi 

Senator Young. Would you mind a question at this point? Would 
you briefly state how the two-price, or multiple-price plan gives rec- 
ognition to quality ? 

Mr. Newsom. In the market place ? 

Senator Youne. Yes. 

Mr. Newsom. In the market place. Let me just say to you that 
this two-price misnomer on our wheat program is one that is applied 
to the program by contemporaries. And quite often they are talking 
about some program that is completely different from the one that 
we have been advocating now for 3 or 4 years. 

Much of the comment of the preceding witness was not pertinent 
to or legitimately concerning the program that is embraced in the 
Carlson bill and in the bill of several other of your colleagues, Mr. 
Chairman. 

Our wheat program, which would permit qualities and varieties of 
wheat to realize their relative value as determined in the market place, 
would encourage the production of the quality and variety of wheat 
for which there is a legitimate demand in the market, rather than to 
continue to encourage only the production of such wheat as yields the 
greatest volume of production for sale to the United States Govern- 
ment—as it does the present program. 

Senator Youne. Mr. Newsom, under a fixed price-support pro- 
gram, as you described the present program, whether it be 75 percent 
of parity or 90 percent, would not the farmer be apt to keep on pro- 
ducing high-yielding or poor-quality wheat rather than producing 
better quality ? 

Mr. Newsom. There is not any question about it. 

Senator Youne. It would not make any difference whether it was 
75 or 90, would it? 

Mr. Newsom. That is why we made the statement a while ago that 
this is a fruitless and largely an academic argument over the level of 
price support, whether it is 82.5 or 85 or 90. It, just is not going to 
work, Senator, in the case of these export crops. That is all there is 
to it. And the sooner we recognize it, the sooner we will avoid hav- 
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ing to come here and support some emergency kind of program like 
this proposed soil bank. 

Heaven knows, if we do not do something fundamental to our pro- 
gram, we are going to come back here a year or two later and will be 
in no better shape havi ing had a land rental program. 

As a matter of fact, we will be in worse shape. We are continuing 
to shift the acres in wheat, cotton and rice, Mr. Chairman, overseas, 
as you well know, and American farmers just cannot afford to make 
adjustment for the rest of the world any longer. They have done 
it entirely too long. 

Our wheat program would again make way for selling for a 
trading operations in this important bread grain—the staff of life— 
not only in the United States, but in the world. We would then, as 
indicated above, seek to augment the income of wheat farmers— 
through a certificate mechanism—which would enable those wheat 
farmers to gain additional income and purchasing power, in direct 
proportion to the volume of wheat which is consumed in the primary 
American market for human food. 

And I cannot emphasize too strongly, Mr. Chairman, that this 
legislation does one thing: It amends existing legislation. It does 
not start with something entirely new, as the previous testimony 
seemed to indicate. It amends the present legislation to do two 
fundamental things: (1) Is to lower the support level to this level 
that is defined in the above 4 paragraphs; and (2) to provide this 
certificate for augmentation of farmer’s income, but to do that exactly 
on the same basis as under the existing legislation under which we 
determine acreage allotments. 

We simply want to translate chose acreage allotments as they are 
now determined—translate them to certificates to be used, and the 
volume of certificates over a period of years would be adjusted in 
proportion to a given wheat producer’s ability or willingness to meet 
competitive prices on the free market within this lowered support 
level that we have defined here. 

Thus you will-be using economic forces; you will be using the 
function of price to encourage production of wheat where it can be 
most efficiently produced, and not be flying exactly in the face of the 
operation and the function of price. 

We believe that it is entirely legitimate, and furthermore that it 
is eminently necessary, to make basic corrections in the present wheat 
program which clearly and certainly points to lowering income and 
purchasing power for wheat farmers and provides major disruptions 
and disturbances for most other farmers. 

I would like, Mr. Chairman, here again, to interject, if I may, and 
to pay my respects to the criticism of my good friend, the president 
of AFBF, just a moment ago, when he talks about the unfair com- 
petition with corn that might: arise out of this program. 

I wonder if Charley does not know that one of hie own good neigh- 
bors produced about 80 bushels of barley on the 20 acres that he 
was required to take out of wheat production. He could not have 
possibly, under last year’s conditions, made more than 20 or 25 bushels 
of wheat per acre on those acres. And yet when he diverted them 
to barley, what did he do to the total sup ly of feed grains and to 
the competitive position of corn? It is the most hollow objection 
that can possibly & leveled at our program. 
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Senator Ture. If you do not mind an interruption at that point, 
that is why it is so necessary that we have some method of controlling 
those diverted acres, because we had a great deal of testimony from 
the Midwest to the extreme Northwest, to the Deep South, that cotton 
was shifted into some competitive feed crop; wheat was shifted into 
competitive feed crops; and, the same thing was true up in the North, 
as it was in the Southwest. All we have been doing is to shift the 
pain from one area to another. We did not relieve it. 

Mr. Newsom. There are numerous illustrations of that. But I beg 
to differ with what I think your implication may be, Senator, be- 
‘ause I want to point out that we have never yet demonstrated that 
we can control production, and frankly, I am glad that we have 
not, because I do not think that that is the road to increased income 
on a long-term basis. 

I am saying to you that we subscribe to a temporary program and 
that is just another reason that we think that we must get it in 
proper focus. It can only be a temporary program and be effective of 
land rental or a soil-bank nature, but so far as the long-term pro- 
gram is concerned, Senator, we have not demonstrated that we can 
control production, and I hope we never do demonstrate it, because 
that is not the root to increased national welfare or improving con- 
ditions in the world in which all of us are interested, and it certainly 
is not the root to increased farm income. 

Senator Ture. But if you do not mind a further interruption, it 
is a certainty that we are going to have to reduce this farm plant 
or we are going to have to do something entirely new to raise the 
farmers’ income immediately. 

Mr. Newsom. I will agree with you if you keep that objective 
temporary. 

Senator Toye. One or the other we are going to do. 

Mr. Newsom. I will agree with you if you will keep it temporary, but 
I do not subscribe to it as a long-term program and neither does the 
grange. 

We believe that it is necessary to provide modifications in existing 
programs that do violence to such natural economic law. Wheat—and 
other commodities—should be produced in that area where it can be 
produced most efficiently, and that each individual should be rela- 
tively free to plan the use of his own resources and skills in com- 
pliance with his own relative ability and the soundest possible use 
of those resources. 

To provide that the most efficient low-cost. wheat producers must 
continually reduce their level of production to permit expansion of 
acreage in other wheat exporting nations of the world and then fur- 
ther attempt to provide, as do sections 201 and 202, that we continue 
to expand wheat production in the “noncommercial area”—that area 
which has Saretatien not demonstrated ability to compete effectively 
on an expanding acreage basis with the natural wheat growing areas; 
to say to one group of farmers simply because they live on one 
side of some political jurisdiction line rather than on the other 
that you shall be free to produce and consume wheat for feed pur- 
poses on your farm—but your neighbor on the opposite side of that 
political division line—which line you have never seen—it’s only 
imaginary—shall be condemned to continue to produce wheat on a 
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shrinking basis at a lower level of income, only for sale to your Gov- 
ernment, is unacceptable to the grange as a permanent program or 
direction. 

The grange has always attempted to be realistic. We recognize 
that our own good wheat program will take time to begin to operate 
fully. In urging this committee to embrace the provisions of S$. 
1750 within this bill, we concede that the objectives of sections 201 
and 202 cannot be achieved during 1956 and that there is some ques- 
tion as to the degree to which we may be able to achieve those objec- 
tives even in 1957. 

The grange therefore supports the provisions of sections 201 and 202 
as temporary, emergency measures. We respectfully urge, however, 
that they shall be recognized only in that light and that it shall be 
clearly understood that they are unsound and totally unacceptable on 
any more than an emergency basis. 

Doubtless every one of you knows of the numerous cases that are 
pending against farm operators simply because they have sought to 
produce a supply of their own feed from wheat acreage. We are in 
sympathy with those people. We want them relieved of the necessity 
of being penalized by their Government, presumably interested in 
their own welfare, but I think I have made our case clear. I hope 
L have. 

Perhaps I can make our organization’s position abundantly clear 
by simply inserting here a couple of other portions of the report of 
our committee on agriculture at the National Grange session 60 
days ago: 

We reaffirm the established policy cf the National Grange favoring the early 
enactment of * * * the proposed wheat certificate—domestic parity plan. * * * 
Because of the increasing gravity of problems affecting wheat growers, we recom- 


mend as interim measures until such time as the domestic wheat plan is enacted 
into law. * * ® 


That differential support loan rates reflect variations in normal market value 
of different grades of wheat, that wheat grades be revised and wheat sanitary 
regulations be tightened so as to improve the quality of wheat placed on both 


the domestic and export markets. 

And here again, Mr. Chairman, I wat to emphasize that this one, 
too, falls in the category that we subscribe to only as a temporary 
measure because to pursue this policy as a long-term program, as has 
been advocated by some of our good friends and contemporaries, is to 
almost inevitably mean that we are going to set up a grade differential 
bureaucratically by the Government here and to try. to dictate to the 
private trading operations how much differential there is on those 
grades. 

Gentlemen, any time we try to substitute bureaucratic determination 
of price differentials in grades and variety for the market determina- 
tions we are just getting into deeper and deeper trouble, and that is 
why we subser ibe to this one only as a temporary basis to get out of 


our current difficulties of a program that is just totally unacceptable. 
| Continues reading: | 


* * * That provisions of present law be carried out by those having adminis- 
trative responsibilities so as to prevent practices inhibiting conservation and 
jeopardizing the economy of family-type farms. * * * 

Here, Mr. Chairman, I would like again to interpose that if we, 
getting back to this acreage reserve program—if we yield to the tempt- 
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ation of trying to get compliance by coercion or by tying price-support 
benefits even on wheat that has been sown last fall, which I doubt 
that the Supreme Court would let you do even if you tried to do 
it, then we are inviting another fundamentally dangerous movement, 
beeause the small-type operator, the family-farm operator, regard- 
less of the area in which he may be operating, is much less likely to be 
able to comply with some 20 percent overall reduction than is the 
large operator. He has got his fixed overhead, and I urge you to keep 
that one constantly in mind, as I am sure you will. 

The CHamman. Would you favor putting a limitation on the size 
of the farm on which no reduction of acreage can be made? 

Mr. Newsom. Mr. Chairman, the National Grange is on record over 
a long period of time favoring such limitation, but I confess to you 
that we had some very serious discussion at Cleveland and otherwise, 
and I just do not know how valuable a limitation can be, and I really 
do not know whether it is 

The Cuarrman. That could probably be put on a reasonable basis, 
because the average farm in Wyoming, for instance, is only 3,300 acres. 

Mr. Newsom. That is exactly the point. 

The CHarrman. In my State, it is about 85. 

Mr. Newsom. That is right and there is another point. We once 
made the mistake of trying to set a $10,000 limit and then we recog- 
nized that was completely unsound when we tried to set a $25,000 limit. 
We have got a lot of family operators that are raising crops that they 
just couldn’t get under that one at all. 

Furthermore, I think to attempt to set any sort of limit is automati- 
cally going to mean that the big operator who cannot get under the 
limit will get the benefit of the price support program anyhow. And 
if he does not his production might well have a great impact on the 
price structure. 

Senator Taye. Would you mind an interruption for a question ? 

The CHatrman. Are you 

Senator Turn. I beg your pardon. I am sorry, sir. 

The Carman. Are you of the same view as your contemporary 
that preceded you ? 

Mr. Newsom. I think we are awfully close together on that one, 
as I interpreted his testimony. 

The Cuatrman. He does not favor it, as I understood it. 

Mr. Newsom. Well, the Grange favors it 

The Cuatrman. That is one thing that you are in agreement on. 

Mr. Newsom (continuing). But we have not defined it. 

The Carman. All right. Do not make it worse. Let’s go, 

Excuse me, Senator Thye. 

Senator Tuyr. Mr. Newsom, have you given any thought to a 
variance between the small commodity loan and the large one, as to 
whether the producer should receive a higher parity ratio on a small 
loan, than that of a large loan? 

Mr. Newsom. Yes, Senator, we have given a great deal of thought 
to that general subject matter. I confess that we have not studied 
your own particular bill. I will say to you quite frankly, we have 
rejected the general philosophy in the so-called Skinner plan which I 
infer is pretty close to the provisions of your bill, but I would like to 
talk with you about the desirability of the fundamental purpose I 
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think you were trying to achieve and I think there is a far better way 
to achieve that purpose. 

The Cuarrman. Have you thought one out? 

Mr. Newsom. Yes, sir. 

The Carman. Will you give it to us 

Mr. Newsom. It is going to take a good little while. We will at- 
tempt to give it to you now, if you want it. 

The CHarrman. All right. 

Senator Youne. Can he file his statement on that? 

The Cuarmman. I would rather you file a statement, if you will. 

Mr. Newsom. File a statement on that? Yes. 

The Cuatrman. All right, let us proceed. 

Mr. Newsom (continuing) : 

Allotments should not apply to grain crops used wholly for livestock fed by th: 
grower unless he also places grain under loan or on the market. 

* * * In acreage allotment programs, reductions should be graduated insofa: 
as feasible to minimize hardship upon small acreage farmers. 

* * * Allotments should be adjusted to lessen restrictions on market types of 
commodities which are not in surplus supply. 

And I would remind you again, Senator, that every one of these 
objectives which we are subscribing to here in some emergency sort 
of manner will be achieved if our wheat program becomes reality. 

All of these recommendations fall clearly into the emergency cate- 
gory and they recognize the evil consequences generated by the present 
program. That word is deliberately chosen, sir. 

I cannot urge too strongly, however, that we must effect such basic 
revision of our basic legislation as is necessary and wise and has the 
support of the vast majority of farm producers to the end that we 
eliminate these difficulties instead of trying incessantly to pile on a 
continuing maze of legislative mechanism which only provides a tem- 
porary relief but leaves the basic problems unsolved. 

S. 1750 should surely command the earnest and full consideration 
of this committee. Now is the time to do it. 

We approve of the provisions of section 204. 

That is the school milk appropriation up to $75 million, I believe, 
Mr. Chairman. 

The CuarrMan. The authorization, yes. 

Mr. Newsom. Yes. 

The Cuarrman. We have covered that. 

Mr. Newsom. Section 205 is another illustration of how present 
legislation is driving us from one difficulty to another. I confess 
that the Grange is not currently in position to make a vigorous, con- 
structive pronouncement as to present legislation affecting a cotton 
program for the United States. We hope to be able to do so but 
the problems of producers of this very important commodity are too 
vast and our cotton economy in America is altogether too important 
to assume that the purpose of section 205 does any more than tem- 
porary treatment at best, and we have grave misgivings as to whether 
there is any value at all in section 205. 

We are opposed to the provisions of section 206; as we are also op- 
posed to the provisions in section 208. The provision of section 206, 
as I remember it, is the one that eliminates the congressional restric- 
tion that commodities out of Government stock shall not be sold at 
less than 105 percent of support level plus costs. Section 208 is 
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the one, I believe, that seeks to eliminate the restriction in Public 
Law 480 on sales abroad unless a firm commitment is made that it 
does not move to enemy countr ies. 

The Carman. Would you object to the sale of these commodities 
if they were sold at whatever the Government has invested in them? 

Mr. Newsom. Certainly not. 

The Caiman. All right, proceed. 

Mr. Newsom. Both of these sections seem sure to contribute to the 
philosophy that only the United States Government itself, through 
the Commodity Credit Corporation, should be permitted to engage in 
foreign commerce (and in the case of sec. 206, it appears that the Com- 
modity Credit Corporation is even to monopolize all commerce do- 
mestically) in agricultural commodies which come into control of 
CCC. We share no such philosophy. 

We believe that the provisions of 206 would inevitably mean that 
inventories in private hands would decline further and that it would 
be necessary for the Commodity Credit Corporation to immediately 
be authorized to build, purchase, or at least lease increasing storage 

capacity. The Grange believes that it is time to get the emphasis on 

price supporting functions of the Commodity Credit rir} alae 
rather than to move increasingly in the direction of considering it 
the ultimate marketing place and selling or trading agency for those 
commodities. 

Section 207 seemingly embodies a sound objective and we therefore 
approve of its basic purpose. May we repectfully submit to this com- 
mittee, however, that a careful examination of S. 2852, introduced by 
the senior Senator from Indiana on January 5, seems to provide a great 
deal more realistic and aggressive approach to this problem and there- 
fore might well and logic vally be substituted for the present section 207. 

Mr. Chairman, I would like also to s say that for section 209, too. 
They have a slight difference, but I believe that Senator Capehart’s 
bill would do far more in both of those categories. 

The National Grange is disappointed that no recognition is given 
in this proposed legis: ition to the increasingly serious sroblems fac- 
ing American rice producers. We earnestly pees od, to this com- 
mittee that a program for rice producers very comparable in char- 
acter and design to our own wheat program should be a definite part 
of any agricultural legislation of 1956. 

We had hoped, Mr. Chairman, that our own committee might be 
prepared to present such a program, but we are led to believe that 
many of our good friends in the rice business are working on the same 
problem 

The CuatmrMAn. Very vigorously. 

Mr. Newsom (continuing). And in complete compliance with the 
Grange philosophy of working with these various commodity groups, 
we are anxious to find out exactly what their program is, an 

The Cuarrman. If you come here Monday morning, you will find 
out, because they will be here to testify. 

Mr. Newsom. I am very certain from what I have already heard 
from some of our mutual friends that the Grange will be able to put 
vigorous support behind that program. 

We hereby vigorously reconfirm our faith in private marketing and 
selling initiative. We therefore renew and confirm our fundamental 
belief that we must lower support levels (at least in the case of our 
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major export commodities) to such a point as will permit the pro- 
ducers of those commodities to compete for markets, both interna- 
tionally and against domestic competition—in wheat, rice, and cotton. 

We reaffirm our position, however, that it is imperative that in con- 
nection with a program of lowering support price levels we must 
recognize the compulsion—the economic as well as the mo ral necessity 
of providing mechanism that will support income of American farm 
producers at an American level, so that they may truly share equitably 
in the exanding level of prosperity and well-being that our fellow 
Americansenjoy This equity in income position can never be realized 
by thoroughly and completely withdrawing from both the markets 
and the needs of the rest of the world. 

The Crarrman. Any questions? 

(No response. ) 

The Cnuarrman. Thank you ever so much, Mr. Newsom. 

I desire to have placed in the record at this point a statement by 
Mr. Marion S. Monk, Jr., Batchelder, La., of the National Association 
of Soil Conservation Districts. 

(The statement above referred to is as follows :) 


My name is Marion S. Monk, Jr., of Batchelder, La., a director of the National 
Association of Soil Conservation Districts. I am presenting the views of our 
organization on proposed soil bank legislation before this committee, at the 
request of our president, Nolen J. Fuqua, who is unable to be in Washington 
this week. 

As our association, representing the nearly 2,700 soil conservation districts 
of America, comprising about 90 percent of the privately owned agricultural lands 
of our country, concerns itself exclusively with problems of soil and water 
conservation, our statement will be confined to them. 

As you gentlemen so well know, the soil and water conservation movement 
as currently organized is making as fast strides as appropriations permit. Our 
2,700 soil conservation districts, local units of government, organized by the local 
people themselves and managed by their own local officials, each has a locally 
developed program for the conservation and development of its local soil and 
water resources. Any soil bank bill must provide for fitting its conservation 
features into these going, local programs. To establish a new competing pro- 
gram would be wasteful and harmful. Our association feels it is most important 
that provisions spelling out clearly such continued unity of action should be a 
part of this legislation. 

Therefore, the National Association of Soil Conservation Districts recom- 
mends the inclusion of the following language in any soil-bank bill. 

“Src. —. The Secretary in administering the provisions of this title shall 
utilize the State, county, and local committees established under section 8 (b) 
of the Soil Conservation and Domestic Allotment Act: Provided, however, That 
with respect to conservation aspects of any program under this act, the Secre- 
tary shall call upon soil conservation districts and other appropriate agencies 
of State governments to participate in the formulation of program provisions 
at the State and county levels; 

“And provided, further, That the technical resources of the Soil Conservation 
Service and of the soil conservation districts shall be utilized to assure coordi- 
nation of conservation activities and a solid technical foundation for the program. 

“The Secretary shall utilize to the fullest practicable extent land use capa- 
bility data in the administration of this act and shall carry forward to com- 
pletion as rapidly as possible the basic land inventory of the Nation. 

“Cropland that has been retired to grass and trees by farmers and ranchers 
through formal agreement with soil conservation districts since August 15, 1945, 
shall be eligible for benefits under this act and shall be included in the base 
cropland acreage.” 

We strongly recommend this language for these reasons: 

For a number of years, the State and county ASC committees have worked 
hand in hand with soil conservation districts. The Soil Conservation Service, in 
addition to its technical assistance to soil-conservation districts and their co- 
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operators, has had the responsibility of supervising the technical phases of 
certain practices under the agricultural conservation program which is admin- 
istered by the State and county ASC committees. This formula has worked to 
the benefit of both the farmers and ranchers and our country’s taxpayers. It 
should be preserved in the soil bank. 

In this connection, I would like to point out that when appropriations to 
implement a soil bank bill come before the Congress, consideration should be 
given to additional appropriations to the Soil Conservation Service so that they 
mav absorb this additional workload without sacrificing their present basic 
efforts. Some such provision as that of the so-called 5-percent provision in 
recent appropriations for the AC program could well be utilized in a soil bank 
bill. 

The USDA has already completed a land use capability survey, or inventory, 
or nearly 25 percent of our land. The data thus available will be most valuable 
to help farmers select that part of their croplands best suited to the conservation 
reserve. This provision would give added encouragement to the rapid com- 
pletion of the land capability inventory, a measure that will be more and more 
valuable as our population rapidly increases. 

Ever since’ the creation of the first soil conservation district in 1937, they, 
with the assistance of both the United States Soil Conservation Service and the 
agricultural conservation program have been encouraging and helping farmers 
and ranchers to retire to grass and trees, land unsuited to cropping. Much, if 
not most, of the land that will be put into the conservation reserve is in this same 
category. 

Our association believes that it is only fair to treat the early pioneers of 
proper land use on an equal status with those who, up to now, have been 
reluctant to make such conversions. 

The August 15, 1945, date is suggested to recognize cropland adjustments 
that have been made since the end of World War II. If you would prefer to 
give these same benefits to all who have followed these practices since the first 
soil conservation district was organized in 1937, we would be heartily in favor 
of the move. 

In conclusion, I would like to make one further point on which the members 
of our association feel very strongly. Income supplement payments to farmers 
should not be made under the label of “soil conservation.” 

The acreage reserve feature of the soil-bank plan, as presently understood, 
is exclusively a crop reduction move. Income supplement payments for this 
should be clearly distinguished from those in the conservation reserve. Other- 
wise, with the “soil conservation” label on all payments under a soil bank bill, 
the public might be misled into believing that all appropriations for implement- 
ing the act would be used for the protection and improvement of our soil re 
sources. 

Our association strongly urges this committee to adopt our suggestions. In 
so doing you will make one more of the committee’s many forward strides toward 
strengthening the national policy of conservation, development, and self-gov- 
ernment for agriculture. 


The CuHarrman. I also wish to offer for the record a statement 
by Senator Morse of Oregon that will be filed for the record at this 
point. 

(Statement filed by the Honorable Wayne Morse, a United States 
Senator from the State of Oregon, is as follows :) 

After having spent most of the period between sessions in my home State of 
Oregon and after having talked with scores of farmers in all parts of the State, 
I can assure you that the President’s message was correct when it stated that 


there is “* * * a severe price-cost squeeze from which our farm people, with the 
help of the Government, must be relieved.” 


FARM INCOME SLIDES DOWN 


The 1954 census indicates that there were 22.6 million people on farms— 
approximately 14 percent of the total population. 
In 1952, farm net income was $13.5 billion. By 1954, it had dropped té $11.8 
billion or roughly 4 percent of our $299 billion national total. 
In the third quarter of 1955, farm net income was at the rate of $10.6 billion. 
This amounts to a loss of $2.9 billion of farm income since 1952. 
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FARM AND CORPORATE INCOME 


Figures for 1955 show shocking contrasts between farm income and corporate 
income. Using the 1945—49 average as a base, we find: 
Farm net income is down 28 percent. 
Corporate dividends are up 73 percent. 
Corporate profits after taxes are up 41 percent. 
Prices received by farmers, on the national average, are back at 1946 
levels. 
Industrial prices on the average, are 53 percent above 1946 levels. 

The administration has lowered support levels on every farm commodity it 
had authority to adjust, except wool. 

Such statistics fortify the conclusion that farmers must be helped. 

The President’s farm proposals would continue and even deepen the farm 
price slide. Among these were a $350 million soil bank program and a relatively 
small gasoline-tax exemption. They not only failed to provide the required 
Government help, but can make the situation even more difficult. They court 
expanded production of some commodities, propose expanded sales of Govern- 
ment-held surpluses into domestic markets, and even lower levels of price 
support for some of our key crops. The farm message says nothing about the 
plight of dairy farmers and offers nothing hopeful to livestock producers. 

My conferences with scores of farmers and businessmen over the past few 
months convince me that help for hard-pressed farmers must come primarily 
through action on the part of Congress. Thus, the work of the Senate Agricul- 
ture Committee under the leadership of its very able chairman will be of immense 
importance. 

Immediate remedial action is requisite; we cannot enjoy the luxury of long 
meditation and philosophical discourse. To meet the present farm emergency 
head on, we ought to repeal the sliding scale, or what I prefer to call the col- 
lapsible supports program, and put our farm economy on firm ground by way 
of a program which will assure farmers fair prices for their produce and a fair 
share of our national income. In other words, we should go back to 90 percent 
supports on basic crops, as provided in the House bill (H. R. 12) now under 
consideration by the committee, and should consider seriously the possibility of 
bringing many other farm products within the framework of a support program. 

If we must have prolonged debates about production payments, diversion of 
acreage, and other suggested plans for improving the lot of the farmer, let us 
first put a floor under farm prices and then proceed to conduct our debates in an 
atmosphere of economic safety for our farm economy. 

There are certain specific points, however, which I would like to discuss 
briefly because I believe that they will be of help to this committee in deliberat- 
ing upon the problems immediately ahead. 


THE DOMESTIC PARITY PLAN FOR WHEAT 


Last year, I appeared before this committee to urge the adoption of a two- 
price or domestic-parity program for wheat. This proposes to give the farmers 
parity for that portion of wheat used for domestic food purposes and would 
permit the remainder to be sold for export at world prices and for feed at feed 
prices. 

I was pleased to read recent press notices to the effect that the chairman of 
this committee would favor a trial of the two-price system on rice. If we cannot 
reinstate the support plan envisaged by H. R. 12, I believe that the two-price plan 
should also be applied to wheat. The plan has the support of highly respected 
and responsible farm organizations, including the Oregon Wheat League and 
the Grange. It promises a sensible solution to our current problems of grain 
surpluses and crowded storage facilities. It offers hope for reduction of costs 
now borne by the Federal Government by way of storage space, rentals, and 
losses through spoilage and deterioration. 

By way of contrast, the farm message of January 9 offers a soil bank plan 
to reduce production, extension of the noncommercial wheat area, relaxation of 
acreage allotments—which will tend to increase wheat production—and the 
easing of regulations on Government marketing—which will tend to depress 
markets further. The President’s wheat proposals certainly are not designed 
to raise supports, increase the market price, or rescue farm income from its 
present disastrously low levels. 
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THE SOIL BANK PLAN 


“The Secretary of Agriculture shall have power * * * to provide for reduc- 
tion in the acreage of any basic agricultural commodity, through agreements 
with producers or by other voluntary methods, and to provide for rental or 
benefit payments in connection therewith * * * in such amounts as the Sec- 
retary deems fair and reasonable, to be paid out of any moneys available for 
such payments * * *,”? 

These words have a familiar ring. They are not the language of the present 
administration’s soil-bank plan. They were not spoken yesterday. They con- 
stitute the wording of the original AAA legislation of early New Deal days 
which bears striking resemblance to the recently proposed soil-bank plan. The 
quoted language was employed by a Democratic Congress almost 25 years ago 
in legislation which was declared unconstitutional for other reasons. 

The principle of the soil-bank plan originated long ago, but it was opposed 
by the present administration as late as September 30, 1955. I have reference, 
Mr. Chairman, to a letter addressed to you on that date by Under Secretary 
of Agriculture True D. Morse, expressing disapproval of a Democratic soil bank 
plan, 8. 1396. 

As one who is an enthusiastic supporter of conservation of our great natural 
resources, I am deeply interested in preserving and enhancing the fertility 
of our soil for the benefit of future generations. 

The soil bank plan deserves sympathetic consideration by this committee, 
but its details would have to be worked out with the greatest care to assure 
fairness to the farmers and to the taxpayers. For example, some farmers have 
asked me, “Will the farmer who is already practicing good soil conservation by 
shifting certain acreage to forage, trees, and water storage, be covered by the 
benefits of the soil bank plan?’ If not, a good many farmers will claim they 
are penalized for following wise conservation practices. Problems of just com- 
pensation for land included in a soil bank plan will be many and varied. I hope 
the committee, if it acts on such a proposal will include as many standards as 
possible te guide the appropriate Government officials in the administration of 
the plan. 

I have no quarrel with a sound soil bank plan, but I do object to the fact 
that the President’s farm message places so much emphasis on the soil bank 
and so little emphasis on the crucial farm problem today—that of depressed 
farm income. 

There is no clear promise of any net gain in income to farmers in the soil 
bank, or acreage reserve proposal. It would cost the Government about $350 
million. If it involves a mere exchange of Commodity Credit Corporation stocks 
for production which the farmers forego, then it makes no contribution to the 
economic relief which farmers must have. 


RENEWED SUBMARGINAL LAND PURCHASES 


We should not overlook the fact that we have at hand a type of soil-bank 
plan which would be available for use if the Congress were to appropriate funds 
for its implementation. I refer to title III of the Bankhead-Jones Act.2 This 
law was enacted by Democratic Congress many years ago. It would authorize 
the Federal Government to acquire lands not primarily suitable for cultivation 
and to devote such lands to the prevention of soil erosion, to reforestation and 
other conservation practices. 

Submarginal land now producing crops that add to the pressures of existing 
surpluses could be retired under the Bankhead-Jones Act, provided funds were 
made available by Congress. Such lands could be improved for use in years to 
come when our requirements for agricultural products will be enormously in- 
creased. I hope the members of this committee will urge upon the Senate 
Appropriations Committee the wisdom of substantial appropriations for a sub- 
marginal land acquisition program of this type. 


A SEED BANK FOR THE SOIL BANK 


If the soil-bank plan materializes, there is likely to be an enormous demand 
for cover-crop seed for use on acres withdrawn from farm production. Growers 


148 Stat. 31, 34. May 12, 1933. 
250 Stat. 525, 7 U. S. C., secs. 1010, 1011, 1012, 1018. 
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of grass seed and other cover-crop seed, of which there are large numbers in 
Oregon, are confronted with huge surpluses and depressed prices. In many 
cases, they face the immediate threat of loss of their farms. 

If we shouid accept the soil-bank plan, there would be a serious possibility 
of a shortage, rather than surplus, of cover-crop seed. I am apprehensive that 
if our Government does not take immediate steps to create a reserve of such 
seed, prices of this essential item will skyrocket and the beneficiaries of such 
price increases will not be the farmers. 

I suggest to this committee the wisdom of a seed bank to supplement the soil 
bank. A program of this type would constitute a great stabilizing influence in 
the now unstable finances of our seed growers. It would assure adequate sup- 
plies of cover-crop seed, at fair prices, for soil bank uses. 


PROFITS FOR PACKERS INSTEAD OF PRICES FOR PRODUCERS 


The President’s farm message offered little encouragement to livestock pro- 
ducers. The President has said that the administration will institute timely 
and vigorous Government purchase programs when markets become glutted 
and prices disrupted, where assistance will be constructive. But experience 
has demonstrated that the administration’s concept of timeliness and vigorous- 
ness makes programs left to its discretion of slight value to the farmers. The beef 
purchase program of 1953 did not guarantee any return to farmers and gave 
packers many weeks to shop the market for beef they supplied the Government. 
The more recent hog purchase program failed utterly to help the hog raisers. 
Although hogs were reported as bringing 50 percent of parity on December 15, 
1955, and beef cattle only 64 percent of parity, the administration has not, to 
this day, taken any timely and vigorous action to improve livestock price levels 
for the farmers. 

It is abundantly clear that Congress must adopt a program which will assure 
livestock producers at least a return of all their costs. We cannot expect cattle 
raisers to subsidize any segment of our economy by continuing to sell cattle below 
costs of production. Nor can we expect farmers to continue to sell hogs at 10 
and 12 cents per pound, as many hog raisers have been compelled to do in recent 
weeks, 

Because of the seriousness of the situation, I feel that we may have to resort 
to the use of direct income adjustment payments to livestock raisers. But if the 
adoption of such a program is politically impossible at this time, then I 
suggest that the committee act favorably upon mandatory Government-purchase 
programs which will assure decent prices to such farmers. 

On December 30, 1955, I joined 12 other members of the Senate in requesting 
the Secretary of Agriculture to reorganize the Department of Agriculture pur- 
chase programs so as to require bidders to certify to the Government that they 
are buying equivalent amounts of the same product in the open market at prices 
reflecting to the farmer at least the level of parity authorized by law for the 
basic commodities. Under the circumstances existing today, I believe that we 
should expand this suggested program so as to assure that all meat or other 
livestock products used by any agency of the Federal Government, military or 
civilian, are purchased originally from farmers at fair prices. 


REASONABLE INTEREST RATES FOR THE FARMERS 


Farmers operating modest-sized farms in my home State tell me that during 
these times of reduced farm income their problems of financing their farms are, 
at times, almost insurmountable. They tell me that they need, and need 
immediately, long-term loans at reasonable interest rates. A program of va- 
riable payments might well be included in such a loan program, that is, large 
payments should be permitted in good crop years and small payments in less 
prosperous times. Farmers feel that the Government should assist in the form- 
ulation of such a plan because after all, as a Nation we have a stake in the 
prosperity of the farmer. I agree with their views. We should initiate a pro- 
gram of reasonable financing of our farm enterprises. I know of no better in- 
vestment of Government money. 


STUDIES OF THE CONSUMER’S DOLLAR 


We know that the consumer has not benefited by reduced prices paid to farm- 
ers. At some point in the transfer of products between farm producers and 
consumers, there is apparently an unreasonable extraction of profits. The house- 
wife shopping at the meat counter can give us ample testimony on this score. 
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In recent years, we offered in the Senate a resolution calling for a complete 
study of the consumer’s dollar. I urge the members of this committee to renew 
the fight for such a resolution. I believe a disclosure of true facts concerning 
the consumer’s dollar would show an unreasonable disparity between prices 
paid to the farmer and those paid by the consumer. Such a study would pay 
large dividends by way of stabilizing corrective action, 


DISPOSAL OF OUR FOOD SURPLUSES 


I have often said that it is unrealistic to view our farm surpluses as a det- 
riment. Instead, we should regard them as an enormous blessing. Upon the 
basis of population-increase trends, it will not be many years before the food 
production we now regard as surplus will actually be required for consumption. 
In the meantime, it seems to me that we are falling far short of our obligation 
as a Christian Nation in our failure to share our food surpluses at home and 
abroad. Our school-lunch program could be expanded. Hospitals, orphanages, 
and charitable institutions could use greatly increased amounts of surplus foods. 

Again and again, we have received negative expressions from Government 
officials dealing in the areas of foreign relations and foreign commerce who tell 
us that it would be economically unwise to dispose of our surpluses to the 
neédy—in fact, to starving human beings—in the friendly nations overseas. His- 
torians of the future will look back on our shortcomings in this respect and 
will comment upon our inaction with amazement. I am wholly at a loss to under- 
stand why the feeding of starving people overseas would, in any way, disrupt 
international trade. 

They do not have the money with which to purchase food. If we adopt an ag- 
gressive and commonsense plan for bringing our food surpluses to them, they 
will find a source of new hope and we, in turn, will have the satisfaction of 
knowing that we have done what is right. 

I assure the committee my complete cooperation in its efforts to bring forth 
a farm bill that will meet the challenge of the farm problem today. I pledge 
support in bringing about the enactment of legislation that will bring our farm- 
ers fair prices and a fair share of our national income. 


The CuatrmaN. Is there anything further? 

(No response. ) 

The CHarrman. If not, I wish to state that the committee will now 
recess until tomorrow at 10, at which time we will hear the National 
Chamber of Commerce, the Grain Sorghum Producers of Southwest 
Kansas, the Feed Grain Producers Association, Vegetable Growers of 
America, National Institute of Social Welfare, and the National Wild- 
life Institute. 

Without objection, we stand in recess until tomorrow morning at 
10 o’clock. 

(Whereupon, at 5:30 p. m., the committee adjourned, to reconvene 
at 10a.m., Thursday, January 19, 1956.) 


STATEMENT FILep By Homer L. BRINKLEY, EXECUTIVE Vick PRestpent, NATIONAL 
CoUNCIL OF FARMER COOPERATIVES 


NATIONAL POLICY TOWARD AGRICULTURE 


The United States has always been a traditional export nation for sagricul- 
tural products, but a national policy has gradually developed in the last 25 years 
that has emphasized the dominance by American industry of foreign and domestic 
trade at the expense of agriculture. This is evidenced by the following facts: 

1. Aid and technical assistance by our Government to foreign nations has been 
given without relation to an economy balanced with industrial production in 
such countries, and has stimulated their agricultural production to compete 
in the markets of the world with the products of American agriculture. It 
has largely provided these nations with dollars to invest in the products of 
American industry. 

2. In the guise of national defense and improved international relations 
United States foreign economic and political policy has restricted exports of 
United States agricultural products. 
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3. These policies have been a material factor in increasing and maintaining the 
burdensome surplus which now depress our agricultural markets both at home 
and abroad. 

4. Our traditional foreign markets for American agriculture are being reserved 
by these policies of Government, for the agricultural goods produced in other 
countries including those receiving production aids from the United States. 

5. These restrictions have taken the form, among others, of Government re- 
fusal to sell our agricultural products at competitive prices in world markets, 
direct and indirect interference with efforts of private trade channels to carry 
on commerce in agricultural products, insistence that United States agricultural 
exports must not interfere with markets of foreign countries whose influence we 
seek, and repeated statements that United States exports should be handled by 
private trade without Government assistance, even though such practice is almost 
impossible with most other nations of the world operating on a basis of Govern- 
ment trading. 

6. Leaders of nonagricultural enterprises rather than leaders in the field of 
agriculture, are the main advisers of Government, which is not in the best inter- 
ests of the agricultural industry or the Nation. 

Because of the foregoing we recommend : 

1. Unqualified opposition to public policies which have the effect of reducing 
American agricultural production in order to deliver both domestic and foreign 
markets to the agricultural production of other countries. 

2. Complete abandonment of restrictions on trade in American farm products 
abroad which have been or may be set up by our own country, thus helping to 
reopen the markets of the world to American farmers. 

3. If American agriculture is to abandon traditional export markets and 
assume the role of domestic and residual foreign suppliers the policy should be 
frankly stated by our Government leaders and the costs charged to national 
defense where they properly belong rather than at the door of American farmers. 

In the field of domestic production, American agriculture has become a highly 
capitalized industry averaging more capital per worker than other industries 
and employing high requirements of cash and credit for current operations. The 
farm economy is most vulnerable and sensitive to price and cost situations and 
credit policies. We therefore call upon those in control of the credit resources 
of the country to use a high degree of selectivity in administration of its program, 
for to do otherwise may force liquidation of agriculture and completely unbalance 
the economy of the Nation. 

Finally, we deplore the tendency of the departments of government to single 
out cooperative and other agricultural business institutions for investigation and 
prosecution under antitrust acts while at the same time enormous business 
enterprises grow even larger through mergers and expansion. 

We further urge the Government and the farmers of the country to support in 
every legitimate manner the functions of cooperatives to supply credit, farm 
supplies, and marketing services, so as to reduce costs and enhance farm income 
through effective competition. The protection of the Capper-Volstead Act and 
the principles of marketing agreements under Government supervision should be 
fully utilized to bring an integrated farm economy under farmer operation and 
control. 


ARM PROGRAMS 


1. The continued production of many farm commodities in excess of domestic 
and foreign demand has had and will continue to have a depressing influence on 
farm prices and income including some commodities not in current surplus. 

2. The present income position of farmers is such as not to permit further 
compulsory reduction in many commodities. 

3. Production adjustments alone will never provide a satisfactory solution to 
the current farm situation, nor can we have prosperity and economic stability in 
agriculture until we can maintain a basis for maximum productivity in agrical- 
ture and rewards for efficiency in production and distribution comparable to 
those of other segments of our economy. Thus, while we move to bring pro- 
duction more nearly into balance with current demand and reasonable reserves, 
we must at the same time double and redouble our efforts to expand markets 
here and abroad, and to be more truly competitive with industry for the con- 
sumer’s dollar. Among other requirements this will entail maximum exransion 
of economic and marketing research here and abroad and the willingness ond 
means for its full application. 
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4. Marketing of surplus commodities must be handled in such manner as will 
strengthen the farm price structure and the private marketing system. 
5. The national interest as well as that of agriculture will be served by ex- 
panded programs directed particularly to soil and water conservation, both 


surface and underground, on a nationwide basis. 


[S. 2949, 84th Cong., 2d sess.] 


4 BILL To provide for the protection and conservation of national soil, water, and forest 
resources and to provide an adequate, balanced, and orderly flow of agricultural com- 
modities in interstate and foreign commerce, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


TITLE I—SOIL BANK ACT 
DECLARATION OF POLICY 


Sec. 101. This title may be cited as the “Soil Bank Act’, and the term “this 
Act” when used in this title shall mean the Soil Bank Act. 

Sec. 102. The Congress hereby finds that the production of excessive supplies 
of cultivated agricultural commodities depresses the prices and income of farm 
families ; constitutes improper land use and brings about soil erosion, depletion of 
soil fertility, and too rapid release of water from lands where it falls, thereby 
adversely affecting the national welfare, impairing the productive facilities neces- 
sary for a continuous and stable supply of agricultural commodities, and endan- 
gering an adquate supply of water for agricultural and non-agricultural use; 
overtaxes the facilities of interstate and foreign transportation; congests termi- 
nal markets and handling and processing centers in the flow of commodities from 
producers to consumers; depresses prices in interstate and foreign commerce ; 
disrupts the orderly marketing of commodities in such commerce; and otherwise 
affects, burdens, and obstructs interstate and foreign commerce. It is in the 
interest of the general welfare that the soil and water resources of the Nation 
be not wasted and depleted in the production of such burdensome surpluses and 
that interstate and foreign commerce in agricultural commodities be protected 
from excessive supplies. It is hereby declared to be the policy of the Congress 
and the purposes of this Act to protect and increase farm income, to protect the 
national soil, water, and forest resources from waste and depletion, to protect 
interstate and foreign commerce from the burdens and obstructions which result 
from the utilization of farm land for the production of excessive supplies of culti- 
vated agricultural commodities, to provide for the conservation of such resources 
and an adequate, balanced, and orderly flow of such agricultural commodities in 
interstate and foreign commerce. To effectuate the policy of Congress and the 
purposes of this Act programs are herein authorized to assist farmers to divert 
a portion of their cultivated cropland from the production of excessive supplies 
of cultivated agricultural commodities, and to carry out a program of soil, water, 
and forest conservation. The activities authorized under this Act are supple- 
mentary to the acreage allotments and marketing quotas authorized under the 
Agricultural Adjustment Act of 1938, as amended, and together with such acreage 
allotments and marketing quotas, constitute an overall program to prevent 
exessive supplies of cultivated agricultural commodities from burdening and 
obstructing interstate and foreign commerce. 


SuBTiTLE A—ACREAGE ResERVE PROGRAM 
TERMS AND CONDITIONS 


Sec. 103. Notwithstanding any other provision of law, the Secretary of Agri- 
culture (hereinafter referred to as the “Secretary’”) is authorized and directed to 
formulate and carry out an acreage reserve program for the 1956, 1957, 1958, and 
1959 crops of wheat, cotton, corn, and rice, respectively (hereinafter referred to 
as “the commodity”) under which producers shall be compensated for reducing 
their acreages of the commodity below their farm acreage allotments established 
under the Agricultural Adjustment Act of 1938, as amended. To be eligible for 
such compensation the producer (a) shall reduce his acreage of the commodity 
below his farm acreage allotment within such limits as the Secretary may pre- 
scribe, (b) shall specifically designate the acreage so withdrawn from the pro- 
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duction of such commodities (hereinafter referred to as the “reserve acreage’), 
and (c) shall not harvest any crop from, or graze, the reserve acreage unless the 
Secretary determines that it would be in the national interest to permit grazing 
and gives consent thereto. The reserve acreage shall be in addition to any acre- 
age devoted to the conservation reserve program authorized under subtitle B of 
this Act. In the formulation and administration of the acreage reserve program 
the Secretary shall provide adequate safeguards to protect the interests of ten- 
ants and sharecroppers, including provision for sharing, on a fair and equitable 
basis, in the certificates issued pursuant to section 105 hereof. The acreage 
reserve program may include such terms and conditions, in addition to those 
specifically provided for herein, as the Secretary determines are desirable to 
effectuate the purposes of this Act and to facilitate the practical administration 
of the acreage reserve program, 


EXTENT OF PARTICIPATION IN PROGRAM 


Seo. 104. For the purposes of the acreage reserve program the Secretary 
shall establish a national reserve acreage goal for the 1956, 1957, 1958, and 
1959 crops of wheat, cotton, corn, and rice, respectively, of not to exceed 30 
per centum of the national acreage allotment established for such commodity 
under the Agricultural Adjustment Act of 1988, as amended. The limits within 
which individual farms may participate in the acreage reserve program shall 
be established in such manner as the Secretary determines is reasonably calcu- 
lated to achieve the national reserve acreage goal and give producers a fair 
and equitable opportunity to participate in the acreage reserve program, 
taking into consideration their acreage allotments established under the Agri- 
cultural Adjustment Act of 1938, as amended, the supply and demand condi- 
tions for different classes, grades, and qualities of the commodity, and such 
other factors as he deems appropriate. 


COMPENSATION OF PRODUCERS 


Sec. 105. Producers shall be compensated for participating in the acreage 
reserve program through the issuance of negotiable certificates which the Com- 
modity Credit Corporation shall redeem in the commodity or in cash in accord- 
ance with regulations prescribed by the Secretary. Such compensation shall 
be at such rate or rates as the Secretary determines will provide producers with 
a fair and reasonable return for reducing their acreage of the commodity, 
taking into consideration the loss of production of the commodity on the reserve 
acreage, any savings in cost which result from not planting the commodity on 
the reserve acreage, and the incentive necessary to achieve the reserve acreage 
goal. Commodities delivered to producers in redemption of such certificates 
shall not be eligible for tender to Commodity Credit Corporation under the 
price support program. 

SALES OF CCC STOCKS 


Sec. 106. The Commodity Credit Corporation is authorized to sell at market 
prices, without regard to sales price limitations which would otherwise be 
applicable, a quantity of the commodity equal in sales value to the cost of 
redeeming certificates in cash. Such sales shall be made at such times, in such 
manner and in such quantities as will minimize any adverse effect of such sales 
upon market prices. 

REDUCTION OF SET-ASIDE 


Sec. 107. The quantities of cotton and wheat in the commodity set-aside 
established pursuant to the Agricultural Act of 1954 shall be reduced by the 
estimated quantities of such commodities which would have been produced on 
the reserve acreage if such reserve acreage had been devoted to the production 
of such commodities. 


EFFECT ON ACREAGE ALLOTMENTS AND QUOTAS 


Sec. 108. (a) In the future establishment of State, county, and farm acreage 
allotments for wheat, cotton, corn, and rice, respectively, under the Agricultural 
Adjustment Act of 1988, as amended, reserve acreages applicable to the com- 
modity shall be credited to the State, county, and farm as though such acreage 
had actually been devoted to the production of the commodity. 
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(b) In applying the provisions of paragraph (6) of Public Law 74, Seventy- 
seventh Congress (7 U. 8. C. 1340 (6)), and sections 326 (b) and 356 (g) of the 





- Agricultural Adjustment Act of 1938, as amended (7 U.S. C. 1326 (b), 1356 (g)), 
of i relating to reduction of the storage amounts of wheat and rice, the reserve acreage 
m i of the commodity on any farm shall be regarded as wheat acreage or rice acre- 
n- age, as the case may be, on the farm. 
> SuBTITLE B—CoNSERVATION RESERVE PROGRAM 
se 
to TERMS AND CONDITIONS 
on 4 Sec. 109. (a) To effectuate the purposes of this Act the Secretary is hereby 
a authorized to enter into contracts with producers determined by him to have con- 
: trol of the farms for the period covered by the contract wherein the producer 
* shall agree: 
a (1) To establish and maintain for the contract period protective vegetative 
_ cover (including but not limited to grass and trees) or water storage facilities 
0 on a specifically designated acreage of cultivated cropland in the farm. 
(2) To devote to conserving crops or uses, or allow to remain idle, throughout 
y the contract period an acreage of the remaining land in the farm which is not 
= less than the acreage normally devoted only to conserving crops or uses or 
ll normally allowed to remain idle on the entire farm. 
. (3) Not to harvest any crop from the acreage established in protective vegeta- 


Ri tive cover. 
a, rk (4) Not to pasture the acreage established in protective vegetative cover prior 





e ‘ to January 1, 1959, or such later date as may be provided in the contract, unless 
f % the Secretary determines that it would be in the national interest to permit pas- 
h ; turing thereon and gives consent thereto; and if such acreage is pastured at 
a the end of such period, to pasture such acreage in accordance with sound pasture 
3 management. 
i (5) Not to adopt any practice, as specified by the Secretary in the contract, 
e tending to defeat the purposes of the contract. 
2 (6) To forfeit all rights to further payments or grants under the contract 
. and refund to the United States all payments or grants received thereunder 
1 upon his violation of the contract at any stage during the time he has control of 
b the farm if the Secretary determines that. such violation is of such a nature as 





to warrant termination of the contract, or to make such refunds or accept such 
‘ aa payment adjustments as the Secretary may deem appropriate if he determines 
4 that the producer’s violation does not warrant termination of the contract. 


si a (7) To such’ additional provisions as the Secretary determines are desirable 

: 7 and includes in the contract to effectuate the purposes of this Act and to facilitate 
. $ the practical administration of the conservation reserve program. 

(b) In return for such agreement by the producer the Secretary shall agree: 

(1) To bear such part of the cost (including labor) of establishing and main- 

taining vegetative cover or water storage facilities on the designated acreage as 

the Secretary determines to be necessary to effectuate the purposes of this Act, 

: * but not to exceed a maximum amount per acre or facility prescribed by the Secre- 
; ay tary for the county or area in which the farm is situated; and 

3 (2) To make an annual payment to the producer for the term of the contract 

: i upon determination that he has fulfilled the provisions of the contract entitling 

F him to such payment. The rate or rates of the annual payment to be provided 

a for in the contracts shall be established on such basis as the Secretary determines 

a will provide producers with a fair and reasonable annual return on the land 

2 established in protective vegetative cover or water storage facilities, taking into 

d consideration the value of the land for the production of commodities custom- 

arily grown on such kind of land in the county or area, the prevailing rates for 


cash rentals for similar land in the county or area, the incentive necessary 
: to obtain contracts covering sufficient acreage for the substantial accomplish- 
* ment of the purposes of the conservation reserve program, and such other factors 
é as he deems appropriate. Such rate or rates may be determined on an individual 
farm basis, a county or area basis, or such other basis as the Secretary deter- 
mines will facilitate the practical administration of the program. No annual 
Y payment to any person with respect to land in any one State shall exceed $5,000. 
4 (c) The Secretary, with the approval of the President, shall determine’ an- 
4 nually the scope of the program to be conducted under this subtitle B: Pro- 
vided, That no action shall be taken pursuant to this subsection (c) which 
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would cause impairment of any contract existing as of the time such annua! 
determination is made. 


AUTHORIZED PERIOD OF CONTRACTS AND EXPENDITURES 


Sec. 110. (a) The Secretary is authorized to formulate and announce programs 
under this subtitle B and to enter into contracts thereunder with producers 
during the five-year period 1956-1960 to be carried out during the period ending 
not later than December 31, 1969. 

(b) The period covered by any contract shall not exceed ten years. 


TERMINATION AND MODIFICATION OF CONTRACTS 


Sec. 111. (a) The Secretary may terminate any contract with a producer by 
mutual agreement with the producer if the Secretary determines that such termi 
nation would be in the public interest. 

(b) The Secretary may agree to such modification of contracts previously 
entered into as he may determine to be desirable to carry out the purposes of 
this Act and to facilitate the practical administration of the conservation reserve 
program. 

CONSERVATION MATERIALS AND SERVICES 


Sec. 112. (a) The Secretary may purchase conservation materials and services 
and make such materials and services available to producers under the conserva 
tion reserve program to aid them in establishing vegetative cover or water-storage 
facilities under contracts authorized by this subtitle B, may reimburse any Fed 
eral, State, or local government agency for conservation materials and services 
furnished by such agency, and may pay expenses necessary in making such mate- 
rials and services available, including all or part of the costs incident to the 
delivery, application, or installation of materials and services. 

(b) Notwithstanding any other provision of law, in making conservation mate 
rials and services available to producers hereunder, the Secretary may make pay- 
ments, in advance of determination of performance by the producers, to persons 
who fill purchase orders covering approved conservation materials or who render 
services to the Secretary in furnishing to producers approver conservation mate- 
rials or services for the establishment by the producers of vegetative cover or 
water-storage facilities under contracts authorized by this subtitle B. The price 
at which purchase orders for any conservation material or service are filled may 
be limited, if the Secretary determines that it is necessary in the interest of pro 
ducers and the Government, to a fair price fixed in accordance with regulations 
prescribed by the Secretary. 


EFFECT ON OTHER PROGRAMS 


Sec. 113. Notwithstanding any other provision of law— 

(1) insofar as the acreage of cropland on any farm enters into the deter 
mination of acreage allotments and marketing quotas under the Agricultural 
Adjustment Act of 1938, as amended, the cropland acreage on the farm shall 
not be decreased during the period of any contract entered into under the 
conservation acreage program by reason of the establishment and mainte- 
nance of vegetative cover or water storage facilities under such contract; 
and 

(2) the acreage on any farm which is determined under regulations of 
the Secretarw to have been diverted from the production of any commodit) 
subject to acreage allotments or marketing quotas in order to carry out the 
contract entered into under the conservation acreage program shall be con- 
sidered acreage devoted to the commodity for the purposes of establishing 
future State, county, and farm acreage allotments under the Agricultural 
Adjustment Act of 1938, as amended. 


PROTECTION OF TENANTS AND SHARECROPPERS 


Sec. 114. In the administration of the conservation reserve program, the 
Secretary shall provide adequate safeguards to protect the interests of tenants 
and sharecroppers. 
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GEOGRAPHICAL APPLICABILITY 


Sec. 115. (a) This subtitle B shall apply to the continental United States, and, 
if the Secretary determines it to be in the national interest, to one or more of 
the Territories of Alaska and Hawaii, the Commonwealth of Puerto Rico, and 
the Virgin Islands, and, as used in this subtitle B, the term “State” includes 
Alaska, Hawaii, Puerto Rico, and the Virgin Islands. 


SusTitLE C—GENERAL PROVISIONS 


CERTIFICATE OF CLAIMANT 


Sec. 116. Payment or compensation authorized by this Act may be made upon 
the certificate of the claimant in such form as the Secretary may prescribe, that 
he has complied with all requirements for such payments and that the statements 
and information contained in the application for payment are correct and true, 
to the best of his knowledge and belief. 


UTILIZATION OF LOCAL AND STATE COMMITTEES 


Sec. 117. In administering this Act in the continental United States, the Secre- 
tary shall utilize the services of community, county, and State committees estab- 
lished under section 8 of the Soil Conservation and Domestic Allotment Act, as 
amended. 

FINANCING 


Sec. 118. (a) The Secretary is authorized to utilize the facilities, services, 
authorities, and funds of the Commodity Credit Corporation in discharging his 
functions and responsibilities under this Act, including payment of costs of ad- 
ministration for the programs authorized under this Act. There is hereby au- 
thorized to be appropriated such sums as may be necessary to make payments to 
the Corporation for its actual costs incurred under this section. 

(b) All funds available for carrying out the purposes of this Act shall be 
available for transfer to such agencies of the Federal or State governments as 
the Secretary may request to cooperate or assist in carrying out this Act: and 
for technical assistance in formulating and carrying out the programs authorized 
by this Act. The Secretary may make such payments in advance of determina- 
tion of performance. 

FINALITY OF DETERMINATIONS 


Sec. 119. The facts constituting the basis for any payment or compensation, 
or the amount thereof, authorized to be made under this Act, when officially 
determined in conformity with applicable regulations prescribed by the Secre- 
tary, shall be final and conclusive and shall not be reviewable by any other 
officer or agency of the Government. In case any producer who is entitled to 
any payment or compensation dies, becomes incompetent, or disappears before 
receiving such payment or compensation, or is succeeded by another who renders 
or completes the required performance, the payment or compensation shall, 
without regard to any other provisions of law, be made as the Secretary may 
determine to be fair and reasonable in all the circumstances and so provide by 
regulations. 

REGULATIONS 


Sec. 120. The Secretary shall preseribe such regulations as he determines 
necessary to carry out the provisions of this act. 


TITLE II—MISCELLANEOUS PROVISIONS AND AMENDMENTS 


Sec. 201. Section 334 (e) of the Agricultural Adjustment Act of 1988, as 
amended (7 U. 8S. C. 1834 (e)), is amended to read as follows: 

“(e) Notwithstanding any other provision of this Act, the Secretary shall 
increase the farm marketing quotas and acreage allotments for the 1956 crop 
of wheat for farms located in counties in the States of California, Minnesota. 
Montana, North Dakota, and South Dakota, designated by the Secretary as 
counties which (1) are capable of producing durum wheat (class II) and (2) 
have produced such wheat for commercial food products during one or more of 
the 5 years 1951 through 1955. The increase in the wheat acreage allotment 
for any farm shall be conditioned upon the production of durum wheat (class 
II) on such inereased acreage. The increased allotment shall be determined 
by adding to the allotment established without regard to this subsection (here- 
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inafter referred to as the ‘original allotment’), less the reserve acreage of 
wheat established under subtitle A of the Soil Bank Act, an acreage equal to 
two times the acreage by which the original allotment, less the reserve acreage 
of wheat under such subtitle A, exceeds the 1956 acreage on the farm of classes 
of wheat other than durum wheat (class Il) (hereinafter referred to as ‘other 
wheat’), but such increased allotment shall not exceed the smaller of the 
cropland on the farm well suited to wheat or the wheat acreage on the farm: 
Provided, That for the purposes of this subsection (e), the original allotment, 
less the reserve acreage of wheat under such subtitle A, for each farm shall 
be not less than fifteen acres, and varieties of durum wheat (class II) known 
as ‘Golden Ball’ and ‘Peliss’ shall be regarded as other wheat. 

“The increases in wheat acreage allotments authorized by this subsection 
shall be in addition to the National, State, and county wheat acreage allotments, 
and the acreage of durum wheat (class II) on such increased allotments shall 
not be considered in establishing future State, county, and farm acreage allot- 
ments. 

“The provisions of paragraph (6) of Public Law 74, Seventy-seventh Congress 
(7 U. S. C. 1340 (6)), and section 326 (b) of the Agricultural Adjustment Act 
of 19838, as amended (7 U. S. C. 1326 (b)), relating to the reduction of the stor- 
age amount of wheat shall apply to the allotment for the farm established with- 
out regard to this subsection (e) and not to the increased allotment under this 
subsection.” 

Sec. 202. Section 335 (e) of the Agricultural Adjustment Act of 1988, as 
amended (7 U. S. C. 1335 (e)), is amended effective beginning with the 1957 
crop by changing the first sentence thereof to read as follows: “If, for any 
marketing year, the acreage allotment for wheat for any State is two hundred 
and forty thousand acres or less, the Secretary, in order to promote efficient 
administration of the Act and the Agricultural Act of 1949, may designate such 
State as outside the commercial wheat-producing area for such marketing year.” 

Sec. 208. Section 358 of the Agricultural Adjustment Act of 1938, as amended 
(7 U. S. C. 1358), is amended by deleting the proviso at the end of the last sen- 
tence of subsection (a). 

Sec. 204. Section 201 (c) of the Agricultural Act of 1949, as amended, is 
amended by changing the last sentence to read as follows: ‘‘For the period be- 
ginning September 1, 1954, and ending June 30, 1955, not to exceed $50,000,000, for 
the tiscal year ending June 30, 1956, not be exceed $60,000,000, and for each of 
the two fiscal years in the period beginning July 1, 1956, and ending June 30, 
1958, not to exceed $75,000,000, of funds of the Commodity Credit Corporation 
shall be used to increase the consumption of fluid milk by children in nonprofit 
schools of high-school grade and under.” 

Sec. 205. (a) Section 408 of the Agricultural Act of 1949, as amended, is 
amended by striking out the last sentence thereof : 

(b) Section 3 (a) of the Act of August 29, 1949 (7 U. S. C. 1301 (b)), is 
repealed. 

Sec. 206. Section 407 of the Agricultural Act of 1949, as amended, is further 
amended— 

(a) by revising the third sentence thereof to read as follows: “The Cor- 
poration shall not sell any basic agricultural commodity or storable non- 
basic commodity at less than the current support price for such commodity, 
plus reasonable carrying charges,” ; and 

(b) by adding at the end of the section the following: “Notwithstanding 
the foregoing restrictions, the Corporation may sell annually not to exceed 
100,000,000 bushels of less desirable milling quality wheat for feeding pur- 
poses, provided that in establishing the sales price of such wheat due con- 
sideration shall be given to the feeding value of wheat and to the effect that 
such sales of wheat will have on the price of feed grains.” 

Sec. 207. (a) Strategic materials acquired by the Commodity Credit Corpora- 
tion as a result of barter or exchange of agricultural commodities or products, 
unless acquired for the national stockpile established pursuant to the Strategic 
and Critical Materials Stockpile Act (50 U. S. C. 98-98h), or for other purposes 
shall be transferred to the supplemental stockpile established by section 104 (b) 
of the Agricultural Trade Development and Assistance Act of 1954 (7 U. S. C. 
L704) if within the limits determined for the supplemental stockpile pursuant to 
such section 104 (b). 

(b) Strategic materials acquired by the Commodity Credit Corporation as a 
result of barter or exchange of agricultural commodities or products may be 
entered, or withdrawn from warehouse, free of duty. 
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Sec. 208. Section 304 of Public Law 480, Eighty-third Congress (68 Stat. 454) 
is hereby repealed. 

Src. 209. The Secretary of Agriculture is authorized to appoint an agricultural 
surplus disposal administrator, at a salary rate of not exceeding $15,000 per 
annum, whose duties shall include responsibility for activities of the Department, 
including those of Commodity Credit Corporation, relating to the disposal of 
surplus agricultural commodities. 

Src. 210. Chapter 32, subchapter A, part III, subpart A, of the Internal Reve- 
nue Code of 1954, is hereby amended by adding at the end thereof a new section 
4084, reading as follows: 

“SEC. 4084. REFUNDS ON CERTAIN SALES TO FARMERS 

“Under regulations prescribed by the Secretary or his delegate, any farmer 
who shall use gasoline for any purpose in agriculture other than propelling motor 
vehicles on the public highways and who shall have paid the tax imposed under 
this subpart on such gasoline, either directly or indirectly or by having the tax 
added to the price of such fuel, shall, beginning January 1, 1956, be repaid the 
amount of such tax upon presenting a claim for refund within 30 days after 
June 30 of each year in a form prescribed by the Secretary or his delegate.” 
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THURSDAY, JANUARY 19, 1956 


Unitep States SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D. C. 

The committee met, pursuant to notice, at 10:10 a. m., in room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman) 
presiding. 

Present: Senators Ellender, Johnston, Holland, Anderson, Hum- 
phrey, Aiken, Thye, Hickenlooper, Mundt, Williams, and Schoeppel. 

The CuamrmMan. The committee will please come to order. 

The first witness this morning is Mr. Walter B. Garver. Will you 
step forward, Mr. Garver. 

Mr. Garver, will you give us your name in full and your occupation, 
please / 


STATEMENT OF WALTER B. GARVER, MANAGER, AGRICULTURE 
DEPARTMENT, CHAMBER OF COMMERCE OF THE UNITED 
STATES 


Mr. Garver. Walter B. Garver, manager of the Agriculture Depart- 
ment, Chamber of Commerce of the United States with offices here 
in Washington. 

The Cuatrman. I notice you have a written statement, Mr. Garver. 

Mr. Garver. I have, Mr. Chairman. 

The CHatrMAN. You may proceed. 

Mr. Garver. Thank you. 

The national chamber, as a federation of 3.200 National, State, and 
local chambers of commerce, business organizations, and trade and 
professional associations, and of 20,000 business firms, has a ing" 
interest in a sound and stable agriculture in this country. The grea 
predominance of our member chambers of commerce are in SL 
tural communities where, if it were not for farming and the necessary 
businesses that serve the farm, there would not be enough business to 
justify the existence of a chamber of commerce or similar service 
organization. 

Moreover, a vital segment of our business-firm members and trade 
and professional associations are directly involved in the many es- 
sential business parts of the farm economy. 

There is, however, a more general sense in which all business has 
a vital interest in the solutions to the Nation’s farm problems. The 
patterns, the programs to attack the farm problems worked out by 
Congress, could become in turn precedents for dealing with problems 
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in other segments of the economy. Farming is a business, and farm 

ers are businessmen. It is for these reasons that the organized a 
ness community cannot ignore the problems of agriculture and th 

methods devised to treat them. As fellow businessmen, the ch: dikes r 
members feel that the business community has not only a right but 
an obligation to participate constructively in the solutions that are 
tried. 

[ should like to indicate the spirit in which we appear before you. 
We have not come particularly to argue a case, or to attack any partic- 
ular program or plan or idea 

The Cuarrman. I have got to go to a meeting for about 15 minutes, 
Senator Anderson, will you take the Chair, please. I will be right 
bac kx. 

Mr. Garver. Nor, are we here in defense of any particular group 
or interest. Least of all would we attempt to offer presumptuously 
a plan or a comprehensive program to solve our agricultural problems. 

We do believe that there are important principles and factors that 
deserve careful consideration in the present situation, and important 
relationships which have a significant bearing on virtually every plan 
or program approach to the farm situation. It is, then, our purpose 
to offer this committee and the Congress the comments we now wish 
to make, in the hope that they will be helpful to the committee in 
drafting farm legislation. 

In approaching the agricultural situation we feel that the scope 
and extent of the downturn in agriculture has been exaggerated and 
distorted in too many quarters to the point of dangerously mislead- 
ing people. While the word “depression” means to some people any 
downturn of any kind in anything, we submit that the present sitna- 
tion in the Nation’s agriculture does not consist of the overall dis- 
aster and wholesale catastrophe which most people mean when they 
think and talk about depression. While producers of some com- 
modities do face drastic situations, it is fortunately true that for 
agriculture taken as a whole, and in terms of the family workers 
engaged in it, the current situation is not as bad as it might appear. 

Senator ANnprrson (presiding). Would you permit me to interrupt 
you there for a second 

Mr. Garver. Surely. 

Senator Anperson (continuing). To say if there was an increase 
going on in the cost of living that carried up to a point wKere it was 
50 percent higher than it once was, and your income had gone down 
a third during that period, would you think that you were in a flourish- 
ing « -ondition or a somewhat depressed condition ? 

Mr. Garver. The implication, Senator, If I understand your 
question—— 

Senator Anperson. There is no implication to it. National income 
in 1947 was $199 billion, and farm income was $1634 billion. But 
now that the income has gone up to over $300 billion and farm income 
has gone down to $10.8 billion—in other words, while national income 
was adding a half to what it had been, farm income went down more 
than a third. 

Mr. Garver. Yes, but the implication—excuse me. 

Senator Anperson. Wouldn’t you think that was quite a spread ? 

Mr. Garver. If that were true. 
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Senator ANperson. You think it isn’t true? 

Mr. Garver. I think itis not. That is the point of the next remarks 
I wish to make. 

Senator AnpEerson. That is interesting. Go ahead. I promise 
you when you get through I will bring you figures that show it is true. 
“ Do vou doubt the Department of Agriculture’s figures, to begin 
with? If wou do, then would you bring your own set ‘of figures ? 

Mr. Garver. Senator, the comments which I am about to make 

Senator Anperson. You said the figures weren’t true, so I am just 
wondering where you get your figures. 

Mr. Garver. On a per family worker basis. 

Senator Anperson. I am not interested in that. I gave you an 
overall figure, and you can’t turn an overall figure to a family basis. 
I said farm i income ran to $16,700 billion. Do you doubt that figure? 

Mr. Garver. No. 

Senator Anperson. The farm income today is about $10.8 billion. 
Do you doubt that figure? 

Mr. Garver. No, sir. 

Senator Anprerson. Then what is wrong with the figures? You 

said you doubted the figures. 

Mr. Garver. You put the comparison, when you questioned me, on 
the basis that my income had gone down a third, and that puts it on 
a personal basis. 

Senator Anperson. I asked you that in the beginning, and then 
you started to say that you w anted some explan: ition, and I gave you 
an explanation of national income. National income in 1947 was 
$199 billion. Do you doubt that figure? 

Mr. Garver. No, sir. 

Senator ANperson. National income today—lI don’t have the latest 

estimate; it jumps around, depending on whether you are listening to 
a Republican speaker or a Democratic speaker—but it must be over 
$300 billion. Do you question that? 

Mr. Garver. No, sir. 

Senator Anperson. Then we are together. 

National income went up half, and farm income went down a third. 
T think that represents something to agriculture. 

Mr. Garver. That’s right. 

May I proceed ? 

Senator ANprrson. Yes, indeed. 

Mr. Garver. If we take the first 6 postwar years as a base, using the 
net income to farmers from farming, and div iding that by the number 
of family workers engaged in agriculture, the resulting per worker 
net income of $1,749 for 1955 was less than 6 percent below the postwar 
base when it averaged $1,850. Thus, while net income to farmers from 
farming was declining nearly 25 percent from the postwar base figure 
of $14.5 5 billion to $11.5 billion for 1955, the number of family workers 
engaged in farming declined from the early postwar figure of 8,100,000 
by a total of 1, 800, ,000, a decline of more than one- fifth. 

Senator ANpERsON. Could you tell me where you get the figure of 
$11.5 billion ? 

Mr. Garver. Those are found in the farm-income situation, I think, 
for the Department of Agriculture. 

Senator Anverson. The last farm-income picture, it was down to 
10.8, was it not? Not that it matters a great deal. 
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I don’t think the 11.5 figure has been used since July of last year 
I may be wrong, but I don’t think so. Here is the farm-income situa 
tion for December 16, 1955, and it is 10.6. 11.8 is the 1954 figure. 

Mr. Garver. Well, it would make a somewhat smaller figure, but the 
point would still remain, Senator- 

Senator Anperson. $1 billion isn’t hay. 

Mr. Garver. 10.8, you say ¢ 

Senator Anperson. 10.6 is the farm income situation for December 
16, and when the new one comes out, the newest figure, it will drop 
maybe a little below that. But it certainly is somewhere around 10.5 
billion. 

Mr. Garver. Well, that would make the decline 7 or 8 percent 
rather than 6, in terms of my figure here. Actually, the figure we 
used in our comparisons was $11 billion, as shown in the Farm Income 
Situation No. 156, page 10. The $11.5 billion is a typing error in 
preparing the statement. 

Senator Anperson. Where did you get the 14.5 figure ? 

Mr. Garver. This isthe average of the 6 postwar years, 1945 through 
1950. 

Senator Anprerson. Why don’t you use the postwar years 1946 
and 1947 % 

Mr. Garver. That would make some difference in the figures, but 
you would still have 

Senator ANnprrson. It would raise the figures $2 billion on the 
postwar figure, and then you drop $1 billion here, and $3 billion is 
quite a little difference, because there is $3 billion between your 
figures, and there should be 6. In other wor ds, it is just half of what 
it should be. 

Mr. Garver. Well, I say using 1946 and 1947, the postwar years 
up to 1951 were a period in which you had a coasbaahiy long per iod 
to go on, which still was not too much affected by the Korean inflation. 

Senator AnpERSON. It wasn’t affected by the Korean inflation at all. 
Are you familiar with what happened after World War I? 

Mr. Garver. Yes, sir. 

Senator Anperson. When did the big drop in farm income come? 

Mr. Garver. In eet 

Senator Anperson. No; in World War I? 

Mr. Garver. Oh, I am sorry. It came in 1921. 

Senator Anperson. That’s right; the first 2 years after the armistice. 
The armistice this time came in 1945, so the first comparable 2 years 
would be 1946 and 1947, 

If you use those two figures, you get twice as much difference as 
what you are getting here. In other words, I am saying if you are 
going to present a factual statement of what has happened, T think 
you ought to take the $6 billion drop in farm income rather than a 
set of figures that produces a $3 billion drop. It makes a very sub- 
stantial difference, but go ahead. 

Mr. Garver. I am sure the Senator is aware the shorter the period 
you take, the more sharply you can make the comparison seem, and 
that is one of the dangers in statistics, of course. 

Senator Anperson. The other danger in statistics is, you select 
the ones that prove your point. I am only trying to say that if you 
are going to compare what happened postwar and what happens today, 
you ought to take postwar : Gnd today. 
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Mr. Garver. Senator, the reason I included a longer period was 
because in all statistical work it is better to use a longer period as 
the basis of comparison. Furthermore, by including these later years, 
they included the period under which the acts of 1948 and 1949 were 
written, and against which we compare changes. 

Senator ANperson. If you take 10 years, why not take the first 
5 years, and then say this is the average, and the last 5 years, and say 
this is the average : 

I think the thing that points it up is that steadily farm income 
has been dropping. Under 90 percent supports, flexible supports, and 
everything else—down it has been going. ae 

National income has been going up, so that the farmer is receiving, 
instead of a 12th to a 15th of the national income which he used to 
receive, he is receiving a small fraction of it today, he is receiving a 
30th, and the difference between a 12th of the national income and a 
30th of the national income is the farm problem. 

Mr. Garver. Our only point, Senator Anderson, is that this is only 
to some extent mitigated by the fact that there has been a transition 
of people out of farming as a source of livelihood. _ 

Senator ANperRson. Yes, indeed. When farm income goes down 
that fast, they have to go some place else. 

Mr. Garver. That’s right. 

Senator Anperson. They can’t stay on the farm. 

Mr. Garver. That’s right. 

Senator ScHorrren. That was the question, Mr. Chairman, that I 
was going to ask of Mr. Garver, when he says that the number of 
family workers engaged in farming declined from the early postwar 
figure of 8.1 million, by a total of 1,800,000, it declined more than 
one-fifth. 

Now, to what do you attribute that? Why did they get out of it? 
Was it because of the economic factor involved or was there a more 
prospective field somewhere else ? 

Mr. Garver. That, too, Senator Schoeppel, was an economic factor, 
but I think most of them got out because they found better opportuni- 
ties in other parts of the economy. 

Senator ScHorrre.. Don’t you feel, though, that this drop in farm 
income and the shrinking of their net dollars left them about only 
one avenue of real practical consideration, namely, to get into some- 
thing where you can make a living 

Mr. Garver. That’s right. Or make a better living. I think this 
decline is an important factor in making those other opportunities look 
better ; that’s right. 

Senator Scnorrre,. Then we have had the statistical data indi- 
ating that there has been a decline in the overall agricultural farm 
people? 

Mr. Garver. That’s right. 

Senator Scnorrre:. The farming units, haven’t we? 

Mr. Garver. That’s right. 

Senator ScHorrre.. Now, that does not exactly point up a rosy pic- 
ture, in my way of thinking. 

Mr. Garver. I say later that this is not a rosy picture, and ¥-would 
agree with you heartily, it is not a rosy picture. 

Senator Jounsron. Isn’t it true that individuals in America, as a 
whole, seek to go where they can make a better living? 
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Mr. Garver. That is a part of our American free enterprise system ; 
that’s right. 

Senator Jonnstron. And isn’t that at the present time hurting agri- 
culture? Is it not drawing a lot of people from the farms to town? 

Mr. Garver. Senator, I could not say that it is hurting agriculture— 
[ think it is helping agriculture, because it is leaving the business of 
producing our food and fiber to a smaller group of people, who thereby 
make a better living out of it, and I am not so sure that that hurts 
agriculture. It might hurt it in the sense of taking away population 
from some areas and putting them in others. 

Senator Jounston. You are certainly cutting out small farmers, 
aren’t you ? 

Mr. Garver. No, I don’t think so. 

Senator Jounston. Cutting down on the number, I mean. 

Mr. Garver. Well, there is a reduction in the number of all farms, 
of course, in all categories. 

Senator Jounston. What I mean by that, the small farmer that is 
just barely making a living, he is the first one to get hurt, he is the one 
who is going to leave and seek some other place to make a living. 

Mr. Garver. Insofar as the opportunities are better, he is the one 
that finds those opportunities most attractive. 

Senator Jonnston. So we are facing a pretty desperate situation as 
far as the farmers are concerned; isn’t that true? 

Mr. Garver. I wouldn’t say that it was desperate in that sense. I 
think the situations are drastic in some areas and in some commodities, 
but I would not generalize to say that agriculture faces a drastic 
situation. 

Senator Jounsron. If the small farm families leave the farms— 
naturally, many of them own their farms; isn’t that true at the present 
time? 

Mr. Garver. Some of them do; that’s right. 

Senator Jounston. If you get a man off of a place that he owns, do 
you make a better citizen, or not, out of him? 

Mr. Garver. That is a sociological question, Senator. I am not 
competent to answer it. But some of them get out of the homes they 
own there and acquire homes in new locations, and new occupations. 
I don’t believe it can be answered categorically. 

The CHamrman (presiding). Go ahead. 

Mr. Garver. May I here emphasize that I am citing these figures not 
to offer a rosy picture—it certainly is not that—but because I want 
to come back to them in a moment for the light they shed on the 
problem of adjustment in agriculture. 

Taken as averages, these figures are a crude measure of adversity 
in agriculture, although they may, like most averages, cover up as 
much as they reveal. The same may be said about averages for other 
segments of the economy. I am sure this committee is familiar with 
recent studies of another committee of the Congress which show a 
somewhat similar and disconcerting picture for an important segment 
of the nonfarm business community, generally designated as “small 
business.” What do they signify? Certainly it is clear from such 
tigures that even in a period of unprecedented economic activity there 
is adversity for some. 

As if the adversity represented by the decline in net income per 
family farm worker were not enough, mild as it seems to some, the 
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much more significant factor, in our judgment, is the fact that the 
farmer feels he is virtually alone in this adversity—that he is going 
it alone and the wrong way while almost every other major ne of the 
economy is setting new records of high income. It is our lief that 
the really important basis of farm discontent is this relative adversity. 

While there is little in this for the farmer to be thankful for, it 
seems certain from what we know of the nature of the domestic de- 
mand for farm products that agriculture would be in a much more 
distressing position if the whole economy were going backward or 
receding by as much as 6 percent below the postwar base. ; 

This relative adversity, coupled with the farmer’s recognized lack 
of control over most of his economy, has led to a sense of frustration. 

Farmers are no different than any other economic group in their 

motivation. The farmer, like everyone else, wants very much to sell 
high and buy low, Right now he can do neither. Hence his 
frustration. : 
: Frustration can find three kinds of outlet.. It can be fanned into 
anger and hate. It can be lulled into resignation and despair. But 
frustration can also simmer to the point where the individual resolves 
it by arriving at basic decisions and making basic adjustments by 
which he extricates himself. I assume that this committee and the 
Congress would agree that it is not in the public interest either to 
fan frustration into anger, or to lull it into hopeless resignation. The 
task before us as a nation, then, is to promote the basic adjustments 
without which the frustration will continue, 

As we see it, there are five primary factors that have combined to 
make the present situation in agriculture. 

The first is the loss of markets. The bulk of this loss is due to the 
fact that some of the wartime and postwar demands were temporary 
and excessive in relation to what could be marketed in less critical 
periods. This applies mostly to export commodities. Farmers 
themselves know now and knew at the time better than a lot of the 
rest of the Nation’s people that these markets were only temporarily 
so avidly hungry. 

But some part of the lost markets must also be laid to past mistakes 
in national farm-price policy, in continuing supports too high and 
too long. That is water over the dam, providing that we collectively 
learn from those mistakes the lesson they teach, Fortunately, more 
and more farmers and their leaders, other citizens, and Members of 
the Congress, are coming to realize that there are definite limits to 
how much you can play with prices without irreparable damage to 
the general welfare and particularly to farmers themselves. 

The second factor is the size of present stocks of some commodities. 
The degree to which these stocks are excessive and surplus is largely 
a matter of point of view and definition. There seems little doubt. 
however, that they are currently excessive in terms of their impact on 
the farm price level, helping to keep it too low in terms of the price 
and income levels desired by farmers faced with their present cost 
structure. 

It seems certain that these stocks are of their present size in large 
part also because of past mistakes in price policies. Farmers were 
assured by the Congress during the war a period of 2 years of pro- 
tection after the war for an extensive list of important commodities 
as a means of cushioning any possible postwar decline. To the ex- 
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tent that these stocks today are unduly depressing prices, that is the 

result of having continued accumulating stocks too long, and/or at too 

high a price so as to make the Commodity Credit Corporation a mar- j 
ket for products that should have been sold into use or left in the a 
soil. In this sense the basic readjustment from wartime in agricul- j 
ture has been too long postponed. 

But that, too, is water over the dam. The point need not be labored 
if we have learned the lesson it teaches. x 

It should be clear, however, that not all of this accumulation can be ‘4 
fairly blamed upon the so-called mandatory fixed 90 percent price 
supports. If the cushion assured by the Congress was to mean any- 
thing to farmers at all, it was a foregone conclusion that the Govern- 
ment would acquire some amount of commodities during the cushion- 
ing at whatever level of support might have been set, unless, of course, 
the support was set at so low a level as to afford no cushion | 
whatsoever. 

Senator Anperson. Are you familiar with what the accumulation 
of stocks was at the end of the 2-year period guaranteed by the Steagall 
legislation ¢ 

Mr. Garver. I think so, Senator. le 

Senator Anprerson. How much was it? 

Mr. Garver. I think it was about 31% billion, as I remember. 

Senator Anperson. The Steagall legislation expired in 1948. It 
was extended by another act into 1949. 

Mr. Garver. That’s right. 

Senator Anperson. I doubt if the stocks were that elaborate. We 
had maybe 400 million bushels of wheat on hand when 250 is required 
for good housekeeping. You wouldn’t regard that as extremely ex- 
cessive # 

Mr. Garver. No, sir. 

Senator Anperson. The cotton situation was such that it wasn’t 
extremely excessive. In other words, I am not quite sure that the '' 
Steagall legislation was responsible for too much of an accumulation 4 
of stocks. It is an important factor. 

Mr. Garver. I think that’s right, Senator. 








My point here is that even if you had nothing at the end of the 
Steagall period and you accumulated something, the cushion was 3 
promised and the nosedive would have done some damage if there 4 
hadn’t been some cushion. ; 

Senator Anperson. That’s right. I am just trying to get out of | 
the discussion the things that aren’t really controversial points be- 
tween us———— 

Mr. Garver. That’s right. 

Senator ANnpERson (continuing). Because I think that you agree 
that the farmer was entitled to some protection 

Mr. Garver. That’s right. 

Senator ANpERSON (continuing). Because he was asked for larger 
production. 

Mr. Garver. That’s right. 

Senator ANpEersoN. You don’t question that? 

Mr. Garver. No. 

Senator Anprrson. That’s fine. Thank you. 

Mr. Garver. The price-depressing size of present stocks cannot be 
separated in their effect on the price from the third factor, which 
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is the rapid rise in the potential of the Nation’s farms—the rise in 
capacity to produce and in output. If the present stocks were by 
some magic wiped out, a continuation of the support levels prevailing 
since the war would bulge warehouses again in very short order. 

The rise in capacity and output is the result of two factors: the 
stimulation of the war and postwar period with their abnormal de- 
mands; and the ingenuity and resourcefulness of farmers and the farm 
industrial economy in finding ways to circumvent the attempts made 
legislatively to restrain output of some commodities. These restraints 
put a premium on output of the unregulated commodities. 

Closely linked to this rising potential—in fact, making it possible— 
is the fourth factor, the major technological revolution through which 
agriculture during the past 2 or 2 decades has been almost completely 
transformed. The committee is, of course, thoroughly familiar with 
the many facets of that revolution. Not only has almost every phase 
of agriculture been materially changed by it, the significance of the 
factor is that the revolution is by no means over. We may reasonably 
expect further developments to provide additional major changes, most 
of them tending to raise the potential of farm output in relation to 
present-day inputs of land and water resources, capital and labor. 
This factor alone adds to uncertainties as to what will be the future of 
farming. It would be easier to underestimate than to overestimate the 
possibilities for the future in the application and use of the fruits of 
past and future research and experimentation. _ 

The fifth factor is the present cost situation in farm production. 
If the farm cost structure were not so stubbornly unyielding, if pro- 
ducers could see some compensating adjustments on the cost side com- 
parable to the price level declines, there would be obviously less to the 
farmer’s predicament than there now is. Costs have two dimensions 
to the producer. One is the quantity or amount used. The other is 
the cost price per unit. The farmer has very little control over, or 
effect upon, the cost rates. 

As to these cost rates, there seems little prospect under foreseeable 
short-run conditions that any substantial reduction is likely. Their 
rigidity is a reflection of the increasing tendency in our economy to put 
more and more of our operations on a contractual basis, presumably in 
the interest of stability. The relatively high level of cost rates is the 
inevitable result of war and postwar inflation. It is hard to see how 
anything short of a protracted recession or depression will bring them 
down materially. 

Substantial gains in productivity and efficient use of resources in 
other parts of the economy may give some relief, but then only if such 
gains are reflected in prices of products and services. Wages, trans- 
portation and other utility rates, capital costs, taxes—all reflect the 
mutual spiraling of inflation as they fed on each other while the dollar 
was cheapened—all reflect to a considerable extent the rigidities of 
institutionalized pricing. 

Senator Anperson. Would you stop there for just a second? I 
would kind of like to clear up, to my own satisfaction, this Steagall 
legislation figure. 

If you take 1948 as the end of it, the cotton carryover, for example, 
was 2,398,000 bales. If you take 1949 as the end of it, which I think 
you should, probably it is 2,991,000 bales. I remember Mr. Cannon 
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telling me at one time that he thought anything under 2 million bales 
for the United States was actual scarcity. 

Corn was down to 1,124,000 bushels, which is just barely enough to 
get by with, and wheat in 1948 was down to 84 million bushels, and in 

1949 was down to 196 million bushels, when the millers will tel! you 
that anything under 250 million bushels is scarcity, so I do believe you 
can safely say that the Steagall legislation is not in any way responsible 
itself for the accumulation of surpluses. 

Mr. Garver. On the quantity side of costs the producer has some- 
what more control than he has over cost rates. But here, too, there is 
less room for variation than most people seem to suppose. While 
there is scope in farming, as in every other phase of economic life, for 
more efficient and effective use of the resources that are represented by 
farmers’ costs, very little short-run improvement can be expected from 

“more efficiency” in farming. Gains in this direction will be helpful 
and to some extent necessary and will be forced upon producers, but 
such gains are not of themselves a sufficient answer to the problem of 
basic adjustment in agriculture, they are at most only a part of more 
comprehensive changes. 

I have expressed a judgment of the prospects for costs and tech- 
nology. What are the prospects of expanding markets? They are, 
in our judgment, good, but probably will be slow in developing and 
therefore long range in character and of little help in the short run. 
There seems to be basis for hope that export markets can to some ex- 
tent be recaptured if we go after them with skill, aggressiveness, and 
do it competitively as to quality and price. Much of the success in 
this direction will depend upon the wisdom of our agricultural, trade, 
and other policies, both domestic and foreign. 

There is room also to expand domestic markets in addition to supply- 
ing the increase in population, Ac cording to most experts a substantia] 
fraction of the Nation’s people do not consume a minimum diet ade- 
quate to maintaining physical and mental health and vigor. Nor are 
all such people to be “found in the lower-income brackets. Skillful and 
effective educational work is much needed in this area. An illustra- 
tion of the nature of this problem is found in an article in the December 
1955 Reader’s Digest, entitled “Our Starving Teen-Agers,” by Myril 
Axelrod. 

Expanding markets by the development of new uses for farm prod- 
ucts and the development of new products has been much emphasized 
for years. While research and exploration should, of course, be pur- 
sued vigorously along these lines, it would seem to us a mistake to raise 
high hopes for a net increase in markets for farm products going into 
such outlets. Invention, research, and industry are working along 
many lines that could counteract agricultural development, and the 
future is too uncertain to be reasonably sure that such work will 
result in a net gain of markets for agriculture. 

This brings me to surpluses and output. These are the 2 of the 5 
that I have not commented on. These two are sort of Siamese twins 
which, operating together at the same time, aggravate each other. In 
spite of resale provisions adopted by the Congress to insulate stocks 
from having a depressing effect on the markets, the programs under 
which we have operated have nullified these limitations. The set- 
asides seem to us to have done little more than open the valve of price 
supports and thus indirectly open the throttle of production. Now 
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the pressure is great to whittle the stocks down to more manageable 
size. That they are currently price-depressing seems to be a matter of 
generalagreement. — 

A combination of circumstances and actions has given us more stocks 
than the economy can digest or carry without staggering. In a situa- 
tion so infinitely complex it is foolhardy to risk judgment, but it ap- 
pears to us that if we did not now have stocks beyond a reasonable and 
manageable carryover the farm price level would probably be 7 percent 
or 8 percent above its present levels, and possibly 10 percent higher. 
This would give us a parity ratio in the range of 85-88 percent. 

The surplus situation is aggravated by an excess of output from the 
total of agriculture perhaps as much as 3 percent or 4 percent above 
what current markets will take at prices reqgsonably satisfactory to 
farmers. This proclaims to the markets, in effect, “Not only are we 
overloaded but there’s more coming to add to the load.” There seems 
little doubt that the level of price supports, the attempts to limit 
production of some of the basic crops (with the resultant “slippage” 
by diversion of acreages and other resources to nonbasic commodi- 
ties) and the price-cost pressure on producers to achieve income have 
all combined under relatively favorable growing conditions to give us 
more output than we are able to absorb at prices satisfactory to 
producers. It appears to us that an adjustment of output downward 
by the 3 percent to 4 percent, if stocks were also normal, would add 
enough buoyancy to the farm price level to give us a parity ratio in 
the probable range of 91—95 percent. 

Senator Munpr. Later on in your paper do you get into whether 
it is just a formula for adjusting the output downward ? 

Mr. Garver. For making this adjustment ? 

Senator Munpr. Yes. 

Mr. Garver. Yes; we do. 

Senator Munpr. Later in your paper? 

Mr. Garver. Yes, Senator Mundt. 

I should like now to offer on behalf of the national chamber some 
comments and consideration bearing directly on a few specific issues 
which we believe your committee is most immediately concerned with 
in the speedy drafting of farm legislation. These will deal with the 
soil-bank approach, surplus disposal, the domestic parity approach, 
the question of the level of price supports, the transition to modern- 
ized parity, and the suggestions to limit eligibility of producers for 
price-support loans. 


SOIL-BANK APPROACH 


The soil-bank idea started out as a relatively simple proposition that 
it is sound conservation to maintain soil resources in the land rather 
than spewing them out wastefully in products excessively above what 
the current markets can absorb. But because so many complexities 
of agriculture relate to this idea and are unavoidably involved with it, 
the variations on the theme have multiplied into numerous versions 
to the point where analysis and appraisal are possibly only by taking 


one facet or phase of the problems at a time and considering each more 
or less by itself. 
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It seems to us there have developed in the various proposals for ; 
soil bank four discernible objectives: to promote better conser tla: 
to reduce output; to reduce surpluses; and to supplement farmers’ 
incomes. It seems obvious to us that a workable soil-bank program 

cannot serve all four such masters faithfully at the same time. If 
priority is given to conservation, incentives offered should be only 
enough to induce the diversion and soil- -conserving use of such acre- 
ages as will achieve an optimum of conser vation at a minimum of 
expense. Bysuch astandard, the supplements to farm income directly 
would apparently be relatively mimor, and would indirectly help 
incomes only to the extent that some reduction in real total farm 
output enhanced prices and thus ultimately income, probably long 
range. This assumes that participants would not concentrate re- 
sources on other acreages, thus increasing output peracre. The effect 
on output would be limited to the extent that optimum conservation 
might conflict with the short-run objectives as to output. We would 
not think that the conflict can in the public interest be resolved by 
a decision that everything produced above what the market will take 
at some predetermined price level is by definition a waste that should 
be conserved. 

We believe that the national interest calls for a level of farm prices 
that will permit the maximum use of our agricultural wealth while 
returning to the farmers who produce it incomes that will cover their 
costs and permit them to earn for themselves and their families net 
incomes comparable to the returns in other businesses requiring similar 
abilities, degrees of skill, and capital investment. 

Senator Munpr. That is what I would call a definition of parity. 
Do you agree that you are seeking parity for the farmer ? 

Mr. Garver. We find so many parities and so many constructions 
put on it, we have tried to avoid it asa target, but in essence, Senator 
Mundt. That is the kind of fair treatment that we think should be 
given. 

Senator Munpr. To me parity and equity are virtually interchange- 
able in talking about the farm program and farm prices, and I won- 
dered if you associated yourself with that concept, or whether to you 
parity meant something different from that. 

Mr. Garver. No. Our aversion to parity is largely because it is 
given so many different meanings, and sometimes it is given an abso- 
lute fixed meaning, which doesn’t meet this kind of a condition. 

Senator Munprt. That still does not exactly answer the question as 
to whether you associate yourself with my feeling, and I am look- 
ing for information, that parity and equity are virtually interchange- 
able. We have kind of fastened on the word “parity,” but it is an 
effort to get equity for the farmer, and I think your paragraph very 
clearly sets forth that you are seeking equity for the farmer. 

Mr. Garver. That’s right. 

Senator Munpr. Or what we sometimes call a parity position. We 
want the farmer to have a parity position with other segments of the 
economy. 

Mr. Garver. Well, Senator Mundt, I will try to answer it as directly 
as I can by saying if we wanted to define parity this way, we would 
say yes, this is parity. 

Senator Munpr. That is all, Mr. Chairman. 
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The Cuarrman. The point I was going to make is this: As I under- 
stand that paragraph, it is really that you believe that the farmer 
ought to get parity income, forget about the price but parity income. 

Mr. Garver. That’s right. 

The Crarrman. An income similar, as you say, to that received in 
‘other businesses requiring similar abilities, degrees of skill, and capital 
investment. That is parity of income. ; 

We have had that in the law since 1937, haven't we, as I remember it, 
and that has been the goal we have been trying to attain, and I wish 
you would give us the key to do that. That is what we are striving 
for. 

Mr. Carver. Well, perhaps when I read the next paragraph, the 
fight will really start then. 

Senator JounsTon. You count out Mr. Benson in the next sentence. 
Go ahead. 

Mr. Garver. This could, and perhaps should, involve the eventual 
voluntary withdrawal of some of the families from agriculture who 
cannot achieve comparable status under such a price level. 

The CuairMaANn. This committee is trying to make it so that people 
remain on the farm. As you know, small farmers have been the 
backbone of our industry for many years. You are advocating that 
something be done to send them somewhere else where they may make 
a better living ? ’ 

Mr. Garver. No, sir; we are not advocating that something be done 
to send them somewhere else. 

The Cuarrman. What do you mean when you say is this, and I 
quote, “This could, and perhaps should, involve the eventual voluntary 
withdrawal” ¢ 

Mr. Garver. The whole point of it, Senator Ellender, is this: that 
we think you will not achieve this kind of an equitable treatment for 
farm people, or achieve the parity, Senator Mundt, and we agreed this 
defines parity, that you cannot achieve that and still keep all the 
people in agriculture who are there now. 

That is the whole point of this statement. We think we will not 
achieve it until there is further voluntary withdrawal of those who 
can find better opportunities elsewhere. 

The CHairMANn, In other words, what you are advocating is let 
those who have the equipment, who have the money to go on and 
mechanize and make it in a big way, let them handle it and let the 
little fellow get out. Is that what it amounts to? 

Mr. Garver. Senator Ellender, I don’t believe it is all a matter of 
little fellows and big fellows. Some of the most efficient and effec- 
tive units I have seen throughout the country have been little fellows 
who have done very well for themselves, and some of their brothers 
in the same sized class somehow don’t do nearly so well. 

I would say that if you just take a given size as far as family size 
is concerned, as far as the size of the farm is concerned, say some types 
of operations under 50 or 60 acres, that there will still continue, under 
a fair treatment to agriculture, under the kind of parity we talk 
about in this paragraph, there will still continue some of those to 
operate and make a good standard of living, but some of their brothers 
who, for various reasons would rather go elsewhere, will do 80. 

Now, that does not mean that there will not be some continued up- 
grading of the size, the 60-acre man may become a 70-acre man and so 
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forth, but we do not consider this to be a matter of squeezing the little 
fellows out and the big ones taking over. 

The CHatrman. Do you not see any danger ahead in having the 
production of our very lifeblood, food, and fiber, in the hands of. only 
a few people? Less than a hundred years ago we had about 68 to 70 
percent of our people living on the farm, w ho } produced food for them- 
selves and for the rest of the people. 

That amount gradually decreased until now about 13 percent of our 
people live on the farm and produce food for the rest of us. 

Mr. Garver. That’s right. 

The CHarrman. In other words, as I remember the last figures 
given, today one farmer produces for himself and 18 others, and w ith- 
in the next 5 or 6 years 1 farmer will produce for himself and 2 
other people. Now, isn’t it rather dangerous, isn’t that a liar 
trend ¢ 

Mr. Garver. Well, there are dangers in many trends, Senator Ellen- 
der, but I don’t follow the specific dangers you see in it. 

I would believe that if this thing went so far as to get farm produc- 
tion into too few hands that it would be so profitable and such an 
excellent business opportunity that there would be people starting to 
come back into it again. 

Most of the studies that I have seen, Senator, show that there is a 
size beyond which it just doesn’t pay to go. I mean, this is a cost in- 
volved in moving around, and space and so forth in agriculture. J 
have seen in my 20 years’ professional life, all over the United States 
I have seen some of these things tried on a so-called corporate-factory 
basis, and it gets into such a high- cost basis that I am not fr ightened 
by that. I think the economic forces themselves are going to elimi- 
nate, to a considerable extent, the degree of concentration. 

The Cuarrman. Predictions have been recently made that within 
the next 10 years less than 8 percent of our people will produce the 
food and fiber necessary for themselves and the 92 percent of our 
population. I think that trend is going to probably do violence to 
our way of life. 

What I would like to do is to devise some ways and means of trying 
to stop that, if it is possible. 

Senator ScHorrret. Mr. Garver, I think I see what you are pointing 
out. You are pointing out that you see an economic factor that has 
started to develop, the shifting out of the agriculture of thousands and 
thousands. You say that that is an economic casualty or a casualty of 
some sort. 

Now, let’s assume that they go over and get into the automotive 
industry and work on the production lines. “According to the news- 
papers, in the last few days everybody is starting to cut “back, General 
Motors, Chrysler, Ford, and the newly formed concern of Packard 
and Studebaker, and now these fellows up there, they have a guaran- 
teed annual wage, and they can get along for a while. But what is 
going to happen when those fellows have to cut back more? Then 
what are we going to do? 

Then the very plight that hits the farmer, is that going to relate 
itself to the automobile industry and Big Steel, which is rolling along 
in good shape, and then they can’t sell their steel. Now what is going 
to happen there, and what does it lead to, and what is your answer? 





ROR AUDITS hNSCs CTE ARON Lite PARAS A 30 ee 





PRICE-SUPPORT PROGRAM 3561 


Mr. Garver. Well, I think it leads to two things, Senator Schoeppel. 
First of all it leads to a different kind of exposure for those people who 
undertake a different way of life, for what they believe is a better 
standard of living, and so it puts them under the exposure that every- 
one has in industry, employment in industry and in business, related 
to any downturn in business activity. 

But that, to a considerable extent, is a lesser exposure than they had 
on the farm, because it has been characteristically true in every phase 
of our history of economic life that I have studied, that when we do 
have that kind of a thing, it takes more out of the farmers than it does 
out of anybody else, because they get the thing multiplied on them in 
the damage that is done to them, to income and to price level, because 
they get the impact multiplied on them, which is greater than it is for 
other parts of the economy. 

Senator Anperson. Mr. Garver, before you go on, when you had a 
sentence in here saying that the setasides seem to have done little more 
than open the valve of price supports, thus indirectly opening the 
throttle of production, it struck a chord somewhere in my memory, 
and I remember that when the bill for the setasides was before the 
committee, I had made an effort to get that out of the bill on the 
grounds it was just sweeping the dirt under the rug. 
~ Mr. Garver. That’s right. 

Senator Anperson. That the quantities would still be there, and so 
forth. 

I asked the clerk of the committee, and found that on July 8, 1954, 
when we met to consider the final bill, the first order of business was 
this: 

Senator Anderson moved that title I on commodity setasides be stricken from 
the bill. 

I am very happy to say the chairman of the committee was with me. 
The motion was defeated by a large and enthusiastic majority, but T 
am glad that at this date I find you believe these setasides have not 
been helpful to the farmer. 

Mr. Garver. That’s right ; they haven’t. 

Senator Anperson. I am not criticizing those who voted the other 
way because they thought it would be helpful, and they were sincerely 
trying to help the farmer. It has not worked out, I think, for the 
benefit of the farmer pricewise, but has been held over the market 
and has hurt his market. 

I am glad to have that statement from you in this record today, 
because we are trying to find things, as the chairman has pointed out, 
that will help the farmer of this country. 

The Cuatrman. All right, Mr. Garver. 

Mr. Garver. To the extent that the soil bank is conservation, we 
believe that it is imperative that it be integrated with the agricultural 
conservation program to avoid conflicts, confusion, overlapping, and 
waste. 

If the priority of the soil bank is to be given to surplus removal, 
“using the surplus to use up the surplus,” the criteria would be pri- 
marily in terms of finding the ways in which participants will accept 
the surpluses or their equivalent as a source of income, and of working 
out acceptable practices for which they would be the inducement. 
The direct income effects would depend upon the generosity of the 
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rates of inducement, while the conservation effects would probably 
tend to be much more incidental and vague than if conservation is given 
priority. 

Senator Munpr. Wouldn’t the last part of that statement depend 
not on whether or not you are using surpluses to use up your surpluses, 
but on the criteria of performance to set up for the farmer to use in 
qualifying for these benefits ¢ i 

You could get the same conservation benefits on your idle acres, 
whether you pay him in surpluses or pay him in kind, or whether you 
do it purely as a conservation practice. 

Mr. Garver. That’s right, Senator, but if: you make using sur- 
pluses and the inducement rates your primary objective, in other words, 
to hack down or to chew down the surpluses, my point is then that you 
are going to have to find in many areas something they can do that can 
reasonably qualify as conservation, in order to get them to take these 
rates of surplus. 

Senator Munpr. But isn’t it true that in every area of the country 
there are conservation practices that a farmer can engage in? 

Mr. Garver. That’s right. On almost any land there is something. 

Senator Munpr. In a low place you can put water on it. If it isa 
high place you can use contour farming. In another place you can put 
trees on it. There is always something you can do. 

Mr. Garver. That’s right. 

Senator Anperson. But isn’t it your point—and if it is I think ] 
find myself in agreement with you—saying to the farmer, “You hold 
this land out of production and we will give you a crop of wheat and 
corn and so forth, that just takes you out of the market for someone 
else’s wheat and corn”—using the surplus to eat up the surplus is only 
designed for the benefit of the Commodity Credit Corporation. 

Mr. Garver. That’s right, and, of course, you ultimately get the 
price-depressing effect of surpluses out of the picture. 

Senator Munvr. The Commodity Credit Corporation is the people 
of the United States, 

Senator Anprerson. But using surpluses to eat up surpluses is solely 
designed to reduce the stocks of the Commodity Credit Corporation 
and to use those stocks to take away part of the market of the American 
farmer. You can’t get anything else out of it if you stop and think 
about it a while. 

Senator Munpr. I did not get that last point. 

Senator Anperson. It will interfere with the normal market of the 
American farmer. 

Senator Munpr. You would agree certainly with the fact that if 
you use the surpluses to fight the surpluses to the point that the Com- 
modity Credit Corporation no longer has surpluses, that certainly 
would be beneficial to farm prices, would it not, Clint ? 

Senator Anprrson. Precisely, but in the 5 years that intervened, 
every farmer in the United States would probably find himself going 
broke, because you just can’t take his markets away from him that 
way. 

You can reduce the acres a little bit and then you import the 
necessary wheat and corn and everything else, so that he does not 
buy his wheat and corn from somebody else. I think you will find 
when you get through, that it doesn’t make any real contribution to 
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the farmer. It looks nice because it cuts down the surplus position 
of the Commodity Credit Corporation, but after all, the primary 
effort—— 

Senator Mcunpr. Which certainly must have an effect on the market 
rice. You said a little earlier, you were kind of chastising in a 
friendly way those of us who voted against you in the sweeping- 
under-the-rug idea, and you may have been right, but one thing 
vou had in mind was as long as these surpluses existed, they have a 
depressing effect on the market. 

Senator Anprrson. Exactly, and I would move them where they 
didn’t have a depressing effect on the market. As I pointed out many 
times, if the chairman will indulge me for just a moment, when World 
War ITI was over we had a 71% million bale surplus of cotton. 

You could do two things with it. You could use surplus to cut 
down surplus, make the cotton farmers quit producing cotton, and 
issue more cotton in payment, or you could move the 74% million 
bales completely out of the market, completely away from the influ- 
ence on the market. 

We moved it completely away from the influence on the market, 
and cotton prices were stimulated. It did not hurt anybody under 
the sun, and I think these surpluses, if they are used at all, are going 
to have to be used away from the normal markets of the American 
consumer. 

I went out to a very interesting Army installation a short time ago, 
and the table was just loaded with butter, and I said to this man 
who was running the comissary, “Don’t you find it a problem to pro- 
vide all this good food ¢” 

He said, “No, I just pay 2 cents a pound for this butter. I am 
buying it as surplus.” 

Every dairyman in the United States has the Government then as 
his competitor, 

Senator Arken. Mr. Chairman, may I ask the Senator from New 
Mexico, do you have any information as to what the cost to the Com- 
modity Credit Corporation will be for storing cotton after they take 
in what they will have to on this year’s crop # 

It seems to me in some of the communications we have been getting 
lately, I see the fine hand of those people who in times past and even 
in the present, are making tremendous profits. 

Senator Anperson. You mean out of storage ? 

Senator ArkEN. From the storage of surpluses. It strikes me that 
we should know more about that situation, and the same is true of 
wheat. 

We will have people in here who will be appealing to our patriotism 
to keep the wheat m their storage elevators so they can pick up an 
extra $1 million a year, and that is going to be true of cotton. 

The Senator may recall in the early forties there was a near or actual 
scandal over the storage of cotton. We were asked to consider the 
cotton storage and to heck with the cotton growers, because they got 
to be the preponderant influence at that time judging from some of 
the communications I am getting, it looks to me like they are sticking 
their hands into this again, and are seeking to protect the extremely 
liberal profits which they make from storing these commodities. “T 
hope we can find out more about that. 
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Senator Jounsron. I think we should look into this storage business 
if the facts that I have are correct, too. In the last few years, while 
prices have been going down, you will find that the storage prices have 
been going up. They have practically doubled in the last few years, 
So that certainly should be looked into. 

Senator A1xen. I think, Senator Johnston, you will find some of 
the huge profits of storing cotton may be made by the very people who 
go outside of the United States to produce foreign cotton. 

Senator Jounson. We should look all across the board. 

Senator A1ken. Unless the ownership is changed, that is probably 
true. They make their money here storing the cotton, and then they 
can go outside the United States and develop cotton acreage and 
make another killing there. Thus they stick a double- edged sword 
through the American cotton producer. 

Senator Anperson. I think what the Senator from South Carolina 
said is exactly correct, and the reason for it, I believe, is that the stocks 
of cotton have gone up from these 2 or 3 million bales to 13 million 
bales, and there by, become competition for storage space. If you get 
competition for any kind of storage space, prices have a tendency to 
move up. 

The same thing happens with wheat. Once you fill up all the ele- 
vators, then a farmer has a great deal of trouble getting his wheat into 
the elevator. He can’t get the storage price for it—L mean, he can’t 
get the support price for it—because he can’t put it in storage. 

[ am hopeful, as this goes along—and I apologize, Mr. Chairman, for 
getting into this much time—I hope as this goes along we will find that 
we have disposed of surpluses, that we have eased the storage problem 
and have not depressed the farmer markets. 

Senator ArkeNn. I just wanted to serve notice now, as far as I am con- 
cerned, we are considering farm problems and not excess profits for the 
storage interests. 

The Cuarmman. I get quite a bit of correspondence on that very 
thing, as chairman of this committee, and the answer, of course, is that 
the labor costs have increased. 

We have increased the minimum wage to $1. That is going to in- 
crease storage quite a bit for handling, and then building materials 
prices have been increasing. 

Insurance, everything has increased, and if you add it all up, you 
will find that the profits made by the people who store this cotton 
are not very much more than they made before, except that they have 
more cotton to store. 

Because of the large amount of cotton on hand they are able to keep 
their warehouses full. I think that is the answer. 

Senator Anprrson. Yes, but, Mr. Chairman, at the beginning of 
World War IT baseball was dealt a pretty severe blow when the Okla- 
homa City Baseball Park was not used for baseball games. 

The Commodity Credit Corporation, since it was a fenced park, 
stored cotton in the open at the Oklahoma Park at no cost practically 
to itself, a very slight cost to itself, and when that cotton was sold, it did 
not sell for a penny less than if it had been stored in the finest place 
in the country. 

You can store cotton in the open for a long, long time. And while 
I am not recommending that, because I would like to see the cotton 
surplus moved into some sort of useful business, I do think that what 
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Senator Aiken mentioned is correct, that a lot of people are happy 
about the storage price situation. 

What you have said is undoubtedly correct. Wages have gone up. 
Storage 1s more expensive. The cost to the Government to ‘store 13 
million bales of cotton is so high that you could really put programs 
forward that would be helpful to the American farmer and would 
not cost nearly as much. 

Senator AIKEN. In those d: ays they were getting contracts to store 
cotton when they didn’t even have a roof to store cotton under. It 
was the first subcommittee of this committee that I ever sat on and 
Senator John Bankhead was chairman of it. It certainly was a good 
initiation into the operations of some people who claimed to be great 
friends of the farmers. 

Senator Munpr. Roughly, Clint, if you have it in mind, what does 
it cost to store that 13 million bales of cotton ? 

The Cuamman. About 30 cents a month, I think. 

Senator Anperson. Thirty cents a month a bale. 

Senator Arken. I think the Secretary’s letter said that the storage 
charges equal the cost of a bushel of wheat in 8 years. I don’t know 
how long it takes in the case of a bale of cotton, but they will equal 
it up pr etty fast. ; 

Senator Anperson. I think it is about $4 million a month to store 
cotton. 

Senator Munpr. I think we could have our clerk find that figure out. 
It would be nice to put it in the record at this point. 

Senator Jounston. I think you are going to find from this investi- 

gation, too, that we should go thoroughly into the storage business 
throughout the United States. 

The CHarrmMan. Will you find out for us what the average cost is 
for storing cotton per bale per month ? 

Senator JonHNston. Also find out what we store in South Carolina. 

Senator Munpr. The total figure. 

(See p. 3580 for information requested above.) 

The CHatrmMan. There is another charge made, Senator Anderson, 
with which I am sure you are familiar, in that in years gone by the 
millers in the case of wheat and those who make feed in the case of 
grain, and then spinners who handle cotton, used to handle large 
inventories. They used to pay the freight and the storage and that 
was included in the cost. 

Today they don’t do that because they can get what they want from 
the Commodity Credit Corporation. 

Senator Anperson. I couldn't agree with you more. I mentioned 
one day—I don’t want to mention the name again—the name of an 
individual who used to spend all of his time buying for one group 
of cotton mills alone. Their mills are located in Senator Johnston’s 
State. 

He told me the other day that he doesn’t have to wor ry atall. He 
doesn’t buy any cotton. When he gets ready for it, all he does is 
take it out under the loans. They don’t have to stock it. The 
Government is carrying what he normally would carry in stocks, 

That depresses farm | prices, it adds to the cost to the Government, 
and it would be changed if there was a little bit of scarcity brought 
into the picture, instead of all this sur plus. 
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The Cuairman. All right; proceed, sir. 

Mr. Garver. By making inducements sufficiently generous, in terms 
of surpluses, or their equivalent, for participation in the acreage re- 
serve, presumably substantial reductions in output could be achieved. 
The short-run effects of this could be unfavorable, however, because 
presumably participants would expect inducement approximating the 
yield of the land in the reserve; and if the inducements are of this 
order, the surpluses sold into markets would tend to offset any buoy- 
ance in the markets in response to the reduced output. 

Senator Jounsron. Why would that be so? 

Mr. Garver. I think it would be because if you give as a rental 
inducement virtually the equivalent of the amount that would other- 
wise be produced, you are only substituting Commodity Credit stocks 
for what would be produced, so that it takes away virtually all the lift 
you are trying to give. 

Senator Jounston. Isn’t that an infinitesimal amount, considered 
with the national income? 

Mr. Garver. Senator Johnston, I don’t see how it could be infini- 
tesimal if you are going to make it a very substantial amount with 
the large amount of acreages. 

Senator Anperson. Do I understand you correctly? Do you mean 
that if you put 13 million bales of cotton back into the domestic market, 
and they knew it, this would tend to take the buoyance out of the 
market? And if you take the wheat surplus and feed it back on the 
market, you are going to hold down the price of wheat ? 

Mr. Garver. That’s right. 

Senator Munpr. It isn’t that simple. At the end of year No. 1 
suppose you are down to 9 million bushels of carryover, year No, 2 
you are down to, say,6or5 million. By the end of year No. 2, it seems 
to me, you would begin to realize that this Government storage pro- 
gram is coming to an end, and there would be buoyancy coming into 
the market from that source, would there not? 

Mr. Garver. That is why I said the short-run effects would be unfa- 
vorable, Senator. 

Senator Munpr. I am trying to show how short-run it actualy would 
be. It might be a year or two of short-run effects. 

Senator ANnperson. To get rid of a billion bushels on top of what 
we are now producing? 

Senator Munpr. About 4 or 5 million. 

Senator ANperson. Four or five hundred million ? 

Senator Munpr. You have got 13 million carryover. If you chop 
off 4 million, 1 year——— 

Senator ANpERsoN. Four million? 

Senator Munpr. Yes. 

Senator Anperson, With reduction in acreage from 24 million acres 
down to 17 million acres, we built up a million bales this last year. If 
we cut it down 20 percent, which is extravagant in anybody’s estimate, 
you would still have a figure of about 12 million bales, and we haven't 
got a disappearance that is that much. 

But you steadily keep feeding and have this other cotton available, 
and no cotton producer has a chance to get a better crop as long as he 
knows that the whole 13 million bales eventually is going to wrap itself 
around his neck. 

He just can’t wait that long. 
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Senator Munpr. Until it begins to operate, Clint. When your car- 
ryover gets smaller, then certainly that would have a buoyant effect 
on the market, I would think. That is the old law of supply and 
demand, which would have been completely validated. 

Senator Anperson. I think that is true. I simply say if you knew 
definitely that that surplus was going to disappear and knew it was 
not going to be fed into the American market, then I think you would 
see a tremendous response in the American market. 

Senator Munpr. There is no question about that. We have not been 
vetting that job done, though. 
~ Senator Anverson. That’s right. 

Senator Munpr. We pass laws and it doesn’t happen. 

Senator Anperson. And the Senator from South Dakota was help- 
ful in trying to get something through that ought to have done that. 

Senator WiiiiaMs. But would not the effect of disposal of these sur- 
plus commodities in our market be as Senator Anderson describes it 
here? Naturally it would depress the price during the period in which 
they are disposing of them in this market, below the support price. 

Would not that likewise mean that 100 percent of all the cotton 
or wheat, or whatever the commodity is involved, that is being pro- 
duced it would then automatically all go into Government storage, the 
Government would be the sole operator, either buyer or seller? Isn’t 
that the almost inevitable effect? It would be utterly impossible to sell 
any commodity in the free market. 

Senator ScHorrre,. Mr. Chairman, I want to point out here, I 
hope the impression has not become prevalent, though, that it is the 
thought and the idea to feed these surpluses rapidly into either the 
domestic market or the markets that control our domestic markets, 
to have that depressing effect. 

I think, from all the indications that I have seen certainly, certainly 
statements made and thoughts expressed, they are to the effect that 
this is not going to be accomplished in any 1 or 2 years. It is going to 
take, maybe, as much as 4 years, and I have heard the term 5 years used, 
and maybe longer. 

Now, I am sure that is the way we are going to try to approach this 
thing. Sure, if we go in here with these storage figures that we have 
today on wheat, and let it get out, or let a policy be determined that 
it will go into the domestic market either for feed or some other type 
of use, why, it is going to have a terribly depressing effect. 

But that is not the idea. And I would not want to get into this 
record at this stage, or the impression, that it is going to be done in the 
next 2 or 3 years. I think it is impossible to do it for a 2- or 3-year 
period. I think you are going to have to stretch it out beyond that 
period of time, and you are going to have reduced acreage, on top of it. 

Senator Anprerson. I am only thinking, Senator Schoeppel, of how 
Senator Mundt would get along if he called a meeting of his farmers 
and said to them, “We have got a fine plan; in 5 or 6 years you are 
going to get some benefit from it.” 

_ They are talking about getting something done for them now. That 
is his problem, and it is the problem of all the people around this 
board. That is the viewpoint that we have to take a look at. 

Senator Arken. Senator Anderson, do you think it is safe to depend 
on the income from sale of commodities alone to finance the acreage 
reserve program ? 
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Senator Anperson. No. 

Senator Arken. That is the section of the bill, the administration’s 
bill, which I think could get us into trouble if enacted just as it is, be- 
cause he is required to sell on the open market enough commodities to 
meet the cost of this particular phase, and in the same paragraph he is 
not permitted to sell on the open market if such sale tends to depress 
the price. 

You have got a contradiction in there, perhaps, if you come to put it 
into practical effect, and I think we want to take a pretty close look at 
that method of financing, Mr. Chairman. 

Senator Munpr. I think that section of the bill has got to be changed 
very substantially, because my concept of this whole program from the 
presentation is not 100 percent of the money to go back to the farmer 
from the sale of surplus commodities. 

If that were the concept, I would have to agree with you it would 
have that depressing effect. But to the extent that a farmer cashes 
his negotiable certificate for cash, and the money that he gets comes 
from some other source than Commodity Credit, I think that begins 
to have an immediate benefit to the farmer. 

Senator Anperson. So do I. 

Senator Arken. I think we have got to be careful on that provision. 

Senator THyr. Mr. Chairman, I do definitely want to be on record 
on that question. As I understood it from the Secretary’s statement, 
it would be optional whether the farmer took a cash certificate or de- 
sired to take the commodity as a supplement to his own feeds grown 
on his farm unit. 

I would never have been a cosponsor of the bill had I known that 
that paragraph had the language that it does. 

I only was governed by what the Secretary had said, and not by the 
interpretation of the language *~ the proposed bill that was laid before 
this committee. 

I want to be crystal clear on the question. I would not be a party 
to any such proposal, because that could break your grain market the 
moment the Secretary tried to administer those provisions as pres- 
ently written in that paragraph. 

The CuatrmMan. Well, the Senator will remember that when this 
committee first met, I suggested that instead of drafting bills and 
putting them before the Senate, they might send their ideas to us and 
let us come out with a committee bill. That is what I had in mind, 
really. 

Senator Arken. Mr. Chairman, with hundreds of requests for the 
bill, you couldn’t do much else but have a bill. 

The CuarrmMan. I know, but we are the ones that are going to be 
responsible. I felt that they could wait until we drafted a bill. 

Senator Arken. I have constituents who wanted a bill to read. 

The CHarrman. I understand that, but we have ideas here. We 
have a bill drafted—had a bill drafted by our staff here, based on 
the hearings we held last fall. 

Now, that was a starter. We are receiving the views of the farm 
organizations, with a suggestion that they put theirs into the form 
of a bill to present to the committee, not to the Senate. 

The same suggestion was made to Mr. Benson, so as to put into legal 
language his proposals and let the committee consider it, and then 
let the committee draft a bill and present it to the Senate. 
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Senator Jounston. Anything that has been done, though, they can 
do as they please. 

The CHarmman. Why, sure they can. 

I understood yesterday the mere fact that the bill was introduced 
by the Department, why, it had a terrific effect on the grain market. 
Prices went down. ' 

Senator ArkEN. Prices went up yesterday, according to this morn- 
ing’s paper ; not very much, but up some. - é | 

The CuairmMan. They might have put a different interpretation, 
then, on that section of the bill. 

Senator Arken. If you were getting the requests for the bill, you 
would have had to had something for them to read, and this provision 
is not in your bill at all. If it hadn’t been in here, it might not have 
got caught, at least at this stage of the game, and this defect. might 
have caused us trouble later. Since it is in here, witnesses are calling 
our attention to something that has to be straightened out. 

The Cuairman. But, Senator, if all of the bills had been put in 
legal form and were submitted by the Department to us, it would 
have been open to the public, the public would have gotten it. Within 
6 hours after the bill was printed, I gave it out to everybody. All 
these newspaper boys got it, and they could have done the same thing 
with the other, and not made it a Senate bill. 

What I had in mind when I first started, was to put it in legal form, 
put in legal form the views of the Department, the views of the com- 
mittee, from the hearings—not to bind anybody, but based on the 
facts that we gathered last fall, and then the various organizations 
could have done the same thing. We would have made all that public, 
and let the committee then come in and draft its own bill. 

Senator Arken. You would not want several sets of committee 
prints out; would you? 

The CHarrman. No, no. 

Senator ArkEN. Would this have been printed as a committee print ? 

The Cuarrman. No; it would not. It would have simply been 
publicized as the views of the administration in legal form. It could 
have been sent here to the committee, but that is all water over the 
bridge. 

Will you please proceed, Mr. Garver. 

Mr. Garver. If the priority is given to reduction in output, the 
conservation objective may become to some extent obscured because 
again the tendency would necessarily be to concoct conservation as- 
pects in some situations in order to provide a respectable basis for 
participation. 

Whatever the scale of priorities, certain relationships will be im- 
portant to the success of any soil-bank plan that may be tried. Par- 
ticipation should be on a voluntary basis. The choice in the use of 
his land, labor, and capital should be left to the farmer. Given 
sufliciently generous inducements, we believe substantial farmer par- 
ticipation in a program of this type can be achieved. However, if 
the inducements are only in the form of aids or eash which the farmer 
is required to put into practices and performance for strictly con- 
servation purposes, the inducement will not constitute the-kind of 
supplementary income that some are asking for farmers at this time. 

Senator Scuorrret, Mr. Garver, could you suggest quickly—and 
I know it is probably an offhand suggestion—what those induce- 
ments, in your judgment, should be? 
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Mr. Garver. Well, I think they ought to be substantially larger 
than alternate opportunities for the use of the land in the present 
stage of depressed prices. 

In other words, to use the language of the street, Senator Schoeppel, 
it ought to look like to the farmer that there was some gravy in this 
thing, by going into it. i mit 

Senator Ture. I take exception to the word “gravy.” I don’t like 
it, and I don’t want to be associated with anything pertaining to an 
agricultural program that is referred to as “gravy.” If you want 
to use that language, that is yours. 

Mr. Garver. Perhaps it is the wrong word, but I’d use it in the 
sense that it means something extra. 

Senator Ture. But I will say right now, I am thinking about the 
kind of payment that will justly compensate the farmer for the lands 
which he takes out of production—lands he is paying taxes on, and 
possibly also paying a very substantial interest on in connection with 
the obligation that he incurred when he bought the land. That is 
the kind of a payment I am thinking about. I don’t want any gravy 
in this bill of any kind, whether it be chicken or turkey or goose. 

The Carman. Or rabbit. 

Senator Anprerson. But Secretary Benson used almost the same 
term he did. He wanted an inducement. 

Senator Tyr. There is a lot of difference between an inducement 
resulting from a legitimate rental for the land that is laying idle 
under a grass or legume crop, that is going to build fertility, than 
to pay what would seem to be a “gravy” payment to get compliance. 
There is a great deal of difference between gravy and a proper con- 
servation payment. 

The CuarrMan. But particularly, Senator Thye, is that true where 
a farmer is asked to set aside some of his allotted acres ? 

Senator Tryr. Certainly, because he is going beyond—— 

The CHatrman. That must be greater than just to conserve the 
soil. 

Senator Scnorrret. That is the point I want to make from this 
witness, who is appearing here for the National Chamber of Com- 
merce, 

Now we are asking in your appearance for you to give us your views, 
and I would like a thumbnail sketch of what you would include. It 
might be helpful. : 

Mr. Garver. Let me start over. Instead of using that word, let 
me say there should be a premium in this which makes it more at- 
tractive than just farming the cropland under the present price level. 

Senator Tuyr. Mr. Garver, the fact of the matter is this. We have 
too large a farm plant. We are going to have to reduce the plant. 

_If you were an industrial plant manager, it would be relatively 
simple. You cut your production by laying off people and closing 
portions of your plant. The farmer can’t do that. If he leaves an 
acre idle, it is subject to erosion or subject to noxious weeds. It is 
subject to a lot of deterioration of this character. 

Therefore, if you are going to get a diversion and a proper manage- 
ment of the diverted acres, you must have a program to bring the 
producer into compliance, for one thing, and, secondly, to compensate 
him for laying idle a certain part of his unit. 
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To reduce our farm plant, we are going to have to pay the producer 
both for legume planting and for laying his land idle. Therefore, I 
think it is just an economic question of what is a just and a reasonable 
payment for that acre when it is laid idle. , 

Mr. Garver. I think I agree with everything you say, except that 
it has got to be enough, more than what it can make by cropping; that 
is the point. 

Senator Tuy. No. 

The CHarrMan. You mean in set-aside? 

Mr. Garver. That’s right. 

Senator Jounston. You mean the net profit that he would have 
made on that acreage / 

Mr. Garver. That’s right. 

Senator Jonnston. And a little bit on top of that. 

Senator ArkEeN. I think the Secretary has made very plain his posi- 
tion as to what he thinks the compensation should be. It should be 
such as the Secretary determines, and I am quoting: 

* * * as the Secretary determines will provide producers with a fair and rea- 
sonable return for reducing their acreage of the commodity, taking into con- 
sideration loss of production of the commodity on the reserve acreage, any 


savings in cost which result from not planting the commodity on the reserve 
acreage * * *, 


And then this: 

* * and the incentive necessary to achieve the reserve acreage goal. 

That means to make it worth a little bit more to take the land out 
of production than it is to keep it in production. I wouldn’t regard 
it as gravy, exactly. 

Senator ScHorerrer. Now do you agree with that? 

Senator Arken. That is pretty plain, what he thinks would have 
to be done. 

Senator ScHorreet. Do you agree with that? 

Mr. Garver. Yes, sir. 

I think there should be something above what you would make by 
cropping, substantially above, so that it is a sober, straight-out in- 
ducement. to do it. 

The CHatrman. In other words, to get a sufficient number of 
farmers to do this, and in order to make certain as to the amount. that 
will be set aside, wouldn’t it be better to put it on a compulsory 
basis, so that you will know the exact number of acres that are going 
to be set aside to attain the goal that you have in mind, rather than 
leave it to the farmer to decide. I am speaking of now only of 
allotted acres. 

Mr. Garver. This will be only on the acreage reserve, then. 

The CHarrman. Yes. 

Mr. Garver. Yes. 

The Cuarrman. Acreage reserve only is what I am talking about. 

Mr. Garver. You have a degree of statutory compulsion in that, 
anyway, sir, under marketing quotas. It might be possible to make 
that part of it compulsory, but I would say that on the conservation 
reserve, we would certainly prefer it, and even on the acreage reserve 
that it be voluntary, on the proposition that there are so many vari- 
ations in a farmer's operation that you ought to let him decide. 
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The CuHatrMan. The conservation features may be a little different. 
But on this other, if you set a goal to attain and ‘ita leave it to 6 
million farmers to decide, you may not reach that goa 

Senator Hottanp. Mr. Chairman, I did not get the last statement 
of the witness. The witness’ face was turned away from me. I wish 
he would make that statement over or let it be reread. It is very 
important. 

The CuHarrman. Will you read it? 

(The statement was read by the reporter.) 

Mr. Garver. That is right. 

Senator Hottanp. You say you would prefer, then, to have that vol- 
untary in both instances ? 

Mr. Garver. That is right. 

Senator Jounston. Is it not true that the man who volunteers to re- 
lease some of his acres is helping, we hope, to increase the price that 
the other fellow gets? That does not decrease his at all. 

a ator ArkeN. He will also increase the price on the remainder 

f his own crop, theoretically. 

= would say that the difficulty in a compulsory program would lie 
in putting the same percentage of reduction on the crop regardless of 
the variety or the quality produced. I am inclined to think that if 
we put it on a voluntary basis, we might get the largest reduction in 
the lower-grade qualities. I see merit in the compulsory idea, but 
I also see great difficulties in applying it. 

Senator Munpr. Olin, I cannot for the life of me figure out the 
mental processes of any farmer who would decline voluntarily to go 
into a program if we do what the Secretary suggests and give him a 
greater net income because he does it, than if he does not do it. The 
farmer is a businessman looking for profits like all the rest of us, and 
if we give him an honest program, where he gets more if he goes in 
than if he stays out, that is compulsion enough, and he will do it vol- 
untarily. 

Senator Jonnstron. If every farmer had the same amount of acres 
and it was situated in the same field and everything, it would be true. 
But you will find the farmers with so much variation; some of them 
want to get out and will naturally get out if you do not offer them an 
inducement. Others want to increase their acres, or they want to keep 
them, and they will keep them regardless of what you offer. You 
would almost have to give them the gross of what they are making 
on the acres to keep them out of it. 

Senator Hortanp. Mr. Chairman 

The Cuarrman. Senator Mundt, you take, for instance, the produc- 
tion of, let us say, cotton on a large scale. Certainly it costs less 
to produce it where mechanization is used than on a smaller farm, 
where it is all hand work. 

Senator Munpr. There is no question about that. 

The CuatrmMan. Now, in the same locality you may have a cost dif- 
ferential there of maybe 10 percent. 

If the Secretary of Agriculture says, “X number of dollars for 
cotton farm,” and there is a neighbor over here, it m: iy satisfy hin, 
but it may not, because of this differential in the cost of production. 

I doubt that the Secretary would be able to figure out a compensation 
that would be acceptable to all the farmers even within 2 or 3 miles of 
each other. Thatis what I fear. If you put that on a voluntary basis, 
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++ «. eoine to resolve. in my humble judgment, in making it impossible 
a oe the goal of getting X number of bales of eae out of 
production, or X number of bushels of wheat out of production. 

Senator Hotuanp. Mr. Chairman. 

The Cuamman. Senator Holland. pire 

Senator Hotzanp. I would like to ask the witness if it is not true that 
under the corn program for the last several years a few, relatively 
few, less than half, of the farmers have operated under the allotments, 
and that more than half have refused to operate under the allotments, 
and have produced more corn than they were allotted? And is it not 
true also that many of the farmers who observed the allotment brought 
the corn at a great advantage over those who planted it on acreage 
much above their allotted acreage ? 

Mr. Garver. I think that is true. 

Senator Hottanp. Now, why do you feel that that same sort of 
absurd undoing of the program would not follow in this instance if 
no compulsion is applied ¢ | 

Mr. Garver. Well, I think the difference there, Senator Holland, is 
that the price-support program and the loan roar was probably 
unrealistic in terms of the corn economy, and I would assume that if 
we start fresh on the acreage and conservation reserves, you would 
make your inducements or your rental rates realistic and try to find 
that level. pice 

Senator Hotuanp. In other words, your answer to the question is 
that you do not think that the corn-allotment program has been a 
proper program ; is that it ? 

Mr. Garver. Thatisright. I think so. 

Senator Horzanp. Would you suggest what would be a proper corn- 
allotment program? That is one of the commodities which is very 
seriously involved in this present suggestion ; is it not? 

Mr. Garver. I would have to say—this would be categorically, with- 
out necessarily being the chamber of commerce’s position—I have to 
speak from technical judgment—that probably it was a mistake to 
attempt to allot corn or to support corn, in the first place. 

Senator Horzanp. In other words, you think that corn probably is 
not entitled to have any support program—since the majority of it, 
the great portion of it, is consumed on the farms or in the neighbor- 
hood where it is produced, and since it is a feed crop largely instead 
of a food crop? 

Mr. Garver. I would have to differ from the language “not entitled,” 
because that is the ethical judgment in terms of ethical rights to the 
farm program. But I would say whether it is or is not entitled to it, 
it is practically impossible to make it work. 

Senator Horianp. Then the observations that you have made in 
relation to the suggestions for voluntary compliance relate not only 
oa _ to other crops covered by the present allotment programs; 
is that it 

Mr. Garver. Yes. I believe, Senator Holland, I would like to make 
the participation on corn acreage voluntary, the same as anything else. 

Senator Hortanp. But you have just suggested that you would not 
favor allotment for corn at all. 

_ Mr. Garver. No, because it is too hard to police it and to measure 
it and enforce it. But if you contract 
64440 —56—pt. 8—19 
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Senator Hotianp. Well, just rest on that point. Then there could 

not be any coming under this program as to the acreage reserve, be- 
cause if you exempted corn from the allotment program, it could 
"ei considered only under the conservation reserve; is that not true’ 

Mr. Garver. Well, I am being misunderstood if what I said is in- 
terpreted as abolishing corn allotments. 

Senator Tuyr. Mr. “Garver, that was my understanding of your 
statement, and I could not take it in any other manner except that 
you wanted to put the corn on a free basis with no controls. 

Mr. Garver. Senator Thye 

Senator Ture. Absolutely, And I wanted to question you about 
it when Senator Holland got through with it, but I certainly under- 
stood your statement to be that. 

So when Senator Holland is through, I would like to ask you a 
couple of questions on that point. 

Senator Hottanp. Mr. Chairman, I yield now to Senator Thye. 

The Cuarrman,. All right. 

Senator Hotianp. I was simply trying to bring out what has been 
my very strong conviction that what applies to one commodity does 
not nec essarily apply to another, and that corn, regardless of what 
we do with it, is in a different classification from these other grains, 
and there is no way for us to make it otherwise. 

But I yield now to Senator Thye. 

Senator Tuyr. Mr. Garver, if corn was not in the program as of 
the present time, what would be the pork situation today? Would it 
be improved or could we expect to have had even more pork than we 
have today? What would be your best judgment? 

Mr. Garver. I would have to do some figuring, Senator Thye. My 
impression is that we would probably be in about the same situation 
as we are. Cheaper corn, which is what I think you imply, would not 
necessarily result, because there would not have been the inducement 
of the corn program to produce corn for us. So I do not know that 
there would have been any more corn produced than there was, 

Senator Tuyr. Mr. Garver, assuming that you had so many acres 
that you had to put into a crop of some kind, we know it would not 
be profitable in oats, because that is in distress; it would not have been 
any more profitable in barley, because that is in distress. And you 
certainly would not want to encourage it to go to wheat, because that 
is in distress. 

Therefore, I must come back to you and ask you, if you had no 
program on corn and corn was offered on the cash market or the pro- 
ducer had no other recourse than to feed it, would you not have been 
confronted with the problem of possibly more pork than you now 
have, and you certainly know that there is too much pork? Would 
you not be threatened with a greater production of finished cattle 
coming from the feed lots? And if you put 200 pounds on a eareass, 
you are going to have a lot more beef on your hands than you have 
right now. 

And would you not have aggravated the dairy situation? And 
you certainly would not ask the dairy situation to be any worse than 
it 1s now. 

Now, is that not the ultimate situation, while your farm plant is 
too big? If you put your corn on the open competitive market, 
would you not be confronted with that situation ? 
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Mr. Garver. Senator, I will simply answer by saying it is my judg- 
ment that it would be hard to conceive of more corn being consumed 
than there has been consumed now. 

Senator Tuye. Then where would it go if you did not have an 
orderly sealup of the surpluses that have been built up in every area 
in which corn is produced? Where would that corn go except either 
into the feed lot or on to the cash market to further depress the mar- 
ket? It is just commonsense if you know the agricultural economy 
at all. ; 

Mr. Garver. I would think that there would have been some of this 
corn acreage distributed around to some other commodities because 
the relative prices would have been different. 

Senator Tuyr. What would you advise a good, diversified farmer 
to shift to now ¢ 

Mr. Garver. Well, I would not attempt to advise him unless I 
knew his own operation. ns 

Senator Turn. I realize that. But not generally knowing the indi- 
vidual, take the commodity. What commodity would you advise a 
farmer to shift to today ? 

Now, I will name them. You certainly would not shift to barley, 
because that is already in distress in its price relation to the Nation’s 
economy. You certainly would not encourage him to go to oats, would 
you? And there might even be some question of the wisdom of en- 
couraging an expansion in beans and flax, because of the present oil 
supply and high-protein feed that comes from the flax meal and the 
soybean meal which has to find the feed lot as an end use. Your 
feed lots are already in distress because you have got too much pork 
and you are threatened with too much beef. 

Now, if that is the situation, where would you advise that farmer 
to put an addtional acre of any kind of crop? The whole wisdom 
here is an orderly method of getting a reduced farm plant, and you 
cannot do it except by retiring acres from a harvested crop. That is 
what we are trying to resolve here. You could not induce the pro- 
ducer to go somewhere else with his corn acres, because every other 
category of crops is in distress as badly as corn and, therefore, you 
had better help us to find an orderly way of retiring acres rather 
than advocating throwing corn into the chaos of uncontrolled acreage. 
You would be in trouble if you get into that position. 

Senator Anperson. Let me ask Mr. Garver 

The Cuarrman. Do you have any further comment, Mr. Garver? 

Senator Anprerson. I am sorry. 

Senator Ture. I am through, Mr. Chairman. 

Mr. Garver. I still say that as far as this soil bank is concerned, 
I emphasize that corn acreage and everything else should go into this. 
So the question that I answered about corn not having a program 
was simply an answer to Senator Holland’s question about why I 
felt there would be differentials and why it should be voluntary, and 
I think these are illustrative of the reasons why it should be voluntary. 

Senator Anperson. Let me ask Mr. Garver if in any way you are 
referring to the difference between the acreage allotment and the 
marketing quota. There is an acreage allotment on corn, but there 
is not a marketing quota on corn. 

Mr. Garver. That is right. 





3576 PRICE-SUPPORT PROGRAM 


Senator Anperson. And the acreage allotment might be used as 
a basis for benefits even though the corn itself is kept free by the 
marketing quota. mae 

I fully subscribe to what Senator Thye has been pointing out. 
The corn-hog ratio is most unfavorable, the most unfavorable that 
I find it in many years. I did not realize that the corn-hog ratio had 
gotten down to 9. It is 13.5 where you have a balance between corn 
and hogs. 

Senator Tuyr. And, Senator Anderson, you know that you would 
not encourage any prudent farmer or feeder to put any more into 
the feed lots than what you are now putting into the feed lots. 

Senator ANpErson. Not with a 9.2 corn-hog ratio. 

Senator Tuyr. No. And a beef feeder is confronted with the same 
problem. 

Senator ANpERSON. Yes, sir. 

Senator Tuyr. Your farm plant is too large. That is your problem 
today. 

The Cuarrman. Proceed, Mr. Garver. 

Senator Hotianp. Mr. Chairman, since I asked the question that 
set off this course of questioning, may I ask one more ? 

The Cuarrman. Surely. 

Senator Hotianp. Isn’t this the fact—and if not, please give your 
own views on it—isn’t the trouble that we have had in corn and the 
great overplanting and the fact that those who obeyed their allot- 
ments frequently took advantage of cheap corn produced by those 
who did not follow their allotments—isn’t all of that and the con- 
fusion that is attendant to it the result of the fact that there was no 
penalty for nonobservation of the corn allotments ? 

Mr. Garver. I think that isimportant. That is right. 

Senator Hottanp. So what you are really saying is this, is it not, 
that if we are going to have allotments, let us have some machinery to 
make them effective ? 

Mr. Garver. They should have teeth in them if we expect them 
to work. 

The Cuarrmman. All right, Mr. Garver. 

Mr. Garver. To the extent that inducements are more than this— 
are “disposable income” in the hands of farmers, there will be strong 
motivation to use such funds as capital to intensify output on acreage 
not reserved in order to augment income. If this happens, the soil- 
bank program would fail to that extent in achieving short-run adjust- 
ment. QOnerous as restrictions are, this seems to indicate the necessity 
of shifting temporarily from acreage and quota limitations to out- 
right quantity quotas for those crops under restriction, and possibly 
to other commodities also. : 
The version of the soil-bank proposed by the President seems to put 
the  eeagms on supplementing farm incomes and attacking the twin 
problems of surplus and output. This is in line with the analysis of 
the five factors I have just reviewed. 

The chamber’s position is that national farm policy should aid in 
protecting farmers against an undue share of the burden of price 
declines. The soil bank offers a hopeful approach of dealing with the 
present problems of adjustment. 

There may be dangers that could raise doubts about its effective- 
ness in achieving adjustment. Much would depend on how thoroughly 
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provisions are made to prevent stimulation of production on acreages 
not reserved for the soil bank. 


SURPLUS DISPOSAL 


I should like to make three comments on the aenen of surplus 
disposal. The national chamber would favor the Government getting 
out of the commodity business for good as rapidly as possible. That 
may mean some temporary additional jolts to some commodity prices, 
but we believe it would be best. for the business of agriculture in the 
long run. It should not need to be said that we also favor the Govern- 
ment staying out of the commodity business once it gets out. 

Secondly, we do not believe it is possible for Government to engage 
in commodity selling without impairing seriously and eventually de- 
stroying the very markets upon which farmers must depend for con- 
tinued success and economic health. No matter how carefully surplus 
disposal is cireumscribed by law, we do not believe it can be made at 
home or abroad without weakening market demand. 

Senator Munpr. One question. When you talk about the fact that 
this may involve some necessary additional jolt to commodity prices, 
would you agree with me that the farmers should not be made the 
victim of those jolts, whatever they are ? 

Mr. Garver. I would agree to the extent possible to insulate him 
from the jolts. The second paragraph qualifies my view on the first. 

Senator Munpr. This is now Government grain, you see. 

Mr. Garver. That is right. 

Senator Munpr. And if you dump it on the market or do something 


else, whatever you are talking about there, I do not think it would be 
fair to assume that the farmers would be the victim of those jolts. 
The Cuarrman. Proceed, Mr. Garver. 
Senator ArkeNn. May I ask what he would do with the surpluses if 
you object to their being sold; what would you do with them? 
Mr. Garver. I do not object. I think they ought to be—— 
Senator ArkeN, You say: 


We do not believe it is possible for Government to engage in commodity 
selling without impairing seriously and eventually destroying the very market 
upon which farmers must depend for continued success and economic health. No 
matter how carefully surplus disposal is circumscribed by law, we do not believe 
it can be made at home or abroad without weakening market demand. 

Mr. Garver. That is right. 

Senator Arken. What would you do with the surpluses? 

Mr. Garver. I would sell them, but recognize that while you are 
doing it, you are going to do some damage to your markets. 

Senator Munpr. What are you going to do to protect the farmers 
against that recognition ? 

Mr. Garver. I frankly do not think you can, I think it is a part 
of the jolt of this thing, that some of the protection you thought you 
were giving them in accumulating the surpluses is bound to be weak- 
ened as long as they stand there or while they are being sold. 

The Cuairrman. All right. 

Mr. Garver. Thirdly, we assume that this committee has given 
thorough study to the possibility of not only earmarking a part of our 
stocks as a national security reserve, but locking them up securely so 
that they are genuinely insulated from the markets until such time as 
they are needed. 
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DOMESTIC PARITY, OR TWO-PRICE PLAN 


The national chamber has taken no position on this controversial] 
proposal. Our only comment would be that if the Congress decides 
that a trial is justified as an experiment, the legislation should be so 
framed as to indicate the objectives, and should set up criteria for 
judging the success or failure of the experiment. It should provide 
for termination of the experiment if it is not a success. 


LEVEL OF PRICE SUPPORTS 


We believe that there are only two possible constructive uses of price 
supports. The first is to foster orderly marketing during a marketing 
season. This use would be to prevent the exploitation of the farmer’s 
need for revenue at a time of temporary seasonal glut at peak market- 
ing times. Such use contemplates the liquidation later in the season 
of any stocks acquired as the result of this price support. For this 
use it is of paramount importance that the support be at a level that 
equates the season’s supply and demand. 

The second possible constructive use of price supports is to prevent, 
in periods of general recession or depression, an undue share of the 
burden of price declines from falling on farmers. Such use contem- 
plates the holding of any stocks acquired only until the worst of the 
dip is over and then feeding them back into the market as recovery 
progresses. 

The level of supports should, we believe, be such as to permit prompt 
orderly liquidation under these conditions, and supports in this situa- 
tion should be undertaken only with the firm commitment that the 
stocks will be liquidated under such conditions. 

Beyond these two possible constructive uses of price supports we 
believe that the use of the device is a destructive one for farmers 
themselves. Whether at fixed level such as 90 percent of parity, or 
at periodically changed variable levels, price supports out of line 
with basic supply-and-demand conditions can have 1 of 2 conse- 
quences. They can succeed only to the extent that they constitute 
monopoly pricing. This requires the strict limitation of all agricul- 
tural production so that the support level is achieved in the market 
place by really trimming supply. Congress has shown repeatedly that 
it will not effectively impose such tight restrictions. I am convinced 
that genuine restriction of output is the last thing farmers themselves 
want. The tastes they have had of partial attempts have convinced 
them that the hypothetical gains in income from this kind of regi- 
mentation are too small a price for the limitation of income oppor- 
tunities and the loss of freedom it would impose upon them. 

Continued and permanent use of supports at unrealistically high 
levels, whether fixed or variable, can only drive agriculture further 
and further out of adjustment with its market. With failure to 
control, the alternate consequence of such supports is that they 
inevitably end up with the Government as the market, piling up 
stocks that can only disrupt and demoralize, and eventually destroy 
the markets. 

For these reasons we believe that proposals to vary supports of basic 
commodities in relation to grades and quality are not only unnecessary 
but harmful. A support of a grade at 90 percent when the supply 
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of that grade is not in surplus could become virtually a guaranty 
of surplus. It could make the Government, rather than use, the market 
for top-quality stocks. . 
The values of different grades are a delicate and changing relation- 
ship in the markets. The market is that place where such values 
: . . r ~ 
should be determined and regulated by price. The Government has 
acquired stocks of low-quality commodities in the past because the 
level of supports was too high. 


MODERNIZING PARITY 


If we are to continue to try to live with the mechanics of parity 
formulation, we feel it is imperative that we quit trying to look back- 
ward in the hope that we can somehow restore the relations of a past 
golden era. In our judgment the more nearly parity, for whatever 
it is worth, is in line with predominating economic conditions, the 
more effective it is as a guide. Parity needs to be modernized so as 
to reflect the price and cost relationships of recent history. The 
rapidly changing technology of agricultural production and the major 
shifts in demand for the different farm products make modernization 
imperative, if parity is to be of any use as a commonsense guide. 
We would certainly oppose any delay in the transition to the partial 
modernization of parity already provided by statute. 


LIMITATION OF ELIGIBILITY FOR PRICE SUPPORTS 


Since we have already indicated our view that aig supports are 
of limited usefulness, we can see little point to the argument over 
how the benefits of the price-support programs should be divided. 
If we are to continue to have excessive price-support levels, the appli- 
cation of the proposed cutoff is only a solution under which some 
farmers will produce for the market while others will be privileged 
to produce for sale to the Government at a higher price, and is in 
effect a two-price system. This would deprive some producers the 
use of the loan program for orderly seasonal marketing, which many 
of them use it for. 

We would oppose such differentiation. 

Some farmers are finding ways to make basic adjustments to the 
changing agricultural situation. Let me illustrate by two examples: 

Twenty years ago our national population was 126 million. The 
farm population was then 32 million. Since then our national total 
has increased 29 percent. If the farm population had increased by 
the same rate, there would be on our farms today nearly 42 million 
instead of the 22 million now there. If that 20 million difference were 
on the farm today, the per capita income of farm people would prob- 
ably be scarcely half what it is. The point, it seems to me, is that 
here are 20 million people who in effect have sized the farm situation 
up and made a basic adjustment. 

The second illustration is somewhat similar. The income of people 
on farms from nonfarm sources has nothing to do with the farm 
business as such. But the estimated $6 billion earned off the farm 
last year by farm people is also a pattern of a basic adjustment that 
hundreds of thousands of farm people have made. 























3580 PRICE-SUPPORT PROGRAM 


SUMMARY 


We believe the farm situation requires rapid adjustments of supply 
and output to what the markets will absorb. We look upon the soil 
bank as a promising approach to the adjustment, but with some reser- 
vations as to its effectiveness in making the adjustments. We favor 
the Government getting out of the commodity business by disposing 
of the excessive stocks it holds and staying out. We take no position 
on the two-price proposal. 

We favor the limitation of price-support activities to their use as 
relatively short-time stabilization measures, and oppose the reliance 
on high price supports as a permanent program. We advocate the 
scheduled transition to modernized parity and its further moderni- 
zation. We oppose the limitations on eligibility for price-support 
loans. 

Thank you. 

The Cuarrman. Thank you, Mr. Garver. 

To supply the information that was referred to earlier in the hearing 
today, storage of wheat and cotton stocks as of December 28 costs $35.5 
million a year for cotton and $167.5 million a year for wheat. The 
cost of storing a bale of cotton is $4.44 a year, which includes in-and 
out charges. This would be approximately 37 cents per bale per month. 

The cost of storing a bushel of wheat is 20.2 cents per year, which 
includes in-and-out charges. This would be approximately 1.7 cents 
per month per bushel. 

Senator Humpnrey. How much of that storage do they collect 
from the farmer when they take the crop loan? A portion of that is 
deducted at the time of the crop loan for storage, is it not? 

The Cuarrman. No; I do not think so. I am informed that this is 
CCC inventory, CCC-owned commodity. 

Senator Humpurey. CCC owned ? 

The Cuatrrman. CCC owned. 

Senator Humpnrey. Yes. But on the farm itself he pays his own 
storage. 

The Cuarrman. You mean until he withdraws it for sale? That 
is right. 

Senator Humrenrey. What I am talking about is this: I think it is 
an important point for public information if not for committee infor- 
mation, because the average citizen is led to believe that when a farmer 
takes the crop loan he still owns the crop, and that the Government 
pays that storage. I have been amazed in going around the country 
to find out that city people do not even know that the farmer pays 
41% percent interest on that loan. They have never been informed that 
the farmer actually pays a storage cost on his own crop loan and his 
own crop storage during the period of time that he has his loan on it, 
until such time as the Government may hold the commodities because 
of default on the loan or turn it over to the Government. 

The CuarrMan. Those deductions are made, Senator, so long as the 
farmer has control of it ? 

Senator Humrnrey. That is right. 

The CuatrMan. He can select a seller. He can sell it at the going, 
prevailing market ? 

Senator Humrenrey. Right. 
The CuatrMan. He usually does it only if there is a profit in it. 
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Senator Humrurey. Right. But I do think for public information 
it shoud be made known that farmers pay a year’s storage. I want 
to say that I have conducted some little inquiry into this, and I have 
not found one person in a hundred that knew that the farmer ever paid 
any storage costs on his own crops that were stored. 

Senator Munpr. Mr. Garver, I have one question. 

Mr. Garver. Yes, sir. 

Senator Munpr. On page 17 I quote this sentence : 

In our judgment, the more nearly “parity,” for whatever it is worth, is in line 
with predominating economic conditions the less effective it is as a guide. 

I do not think I quite undertsand that. 

Mr. Garver. I am sorry. That is a mistake in either printing or 
composition. “The more effective” itshouldbe. 

Senator Munpr. I would like to say, otherwise it vitiates everything 
you said in the paragraph. 
~ Mr. Garver. Istumbled on it. It should be “more.” 

Senator Munpr. Itshould be “more” ? 

Mr. Garver. Yes. 

The Cuarrman. Thank you. 

Mr. Boles? 

Mr. Boxes. I would like to have Mr. Lambert with me. 

The Cuatrman. That is all right. You can have as many as you 
want. 

Mr. Borxs. That is fine. 

The CuHarrmMan. Have a seat. 

Now, would you give us your name in full and occupation ? 


STATEMENTS OF RAYMOND BOLES AND LLOYD LAMBERT, GRAIN 
SORGHUM PRODUCERS OF SOUTHWEST KANSAS, LIBERAL, KANS. 


Mr. Bores. I am Raymond Boles, from Liberal, Kans., and I am a 
farmer. And this is Mr. Lloyd Lambert, from Liberal, Kans., and he 
is also a farmer. 

The Cuatrman. Proceed. 

Mr. Bogs. I am Raymond Boles, from Liberal, Kans., and I repre- 
sent the Grain Sorghum Producers of Southwest Kansas who raise 
mostly milo, that is, milo maize, a grain sorghum. 

After arriving here in Washington, D. C., and a short visit around 
over the Capitol Building, I have definitely decided that they sent the 
wrongman. Lama farmer. They should have sent a lawyer or some- 
one whose business it is to talk. I want to tell you for sure that at the 
present time I would rather be at home on a tractor. 

The Cuarrman. Well, you need not worry. Some of us are farmers 
who sit around this table here. Senator Thye is one. Iam one. Sen- 
ator Anderson, I know, is a very successful one. 

Senator Anperson. No. 

The Cuarrman. Let us proceed. 

Senator Ture. I will just assure you, Mr. Boles, if you act perfectly 
naturally, we need some of your common, ordinary good sense here, if 
you please. You just act naturally and go easily about it. 

The Cyaan. Pretend you are riding a tractor. Proceed. 

Mr. Borxs. I live on the same farm that I was born and raised on. 
It has always been my fondest hope that I would continue to live there 
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but unless the agricultural situation improves, I am afraid that | 
will not be able to. ; 

The price of grain sorghums this past year has been equivalent to or 
below production costs on an average crop. We raised almost an aver- 
age crop in western Kansas this year. We have estimated that our 
average crop there was 15 bushels per acre. Our 10-year average in 
Kansas has been 18 bushels per acre; however, the Kansas average 
the last 2 years has fallen somewhat short of that—only about 11. 

I have worked out examples as follows. Now, these are prices at 
Liberal, Kans. 

Example 1: As it is at present, $1.54 a hundredweight, which is 86 
cents per bushel; that is, for milo maize, or grain sorghum. 

On 500 acres with an average of 15 bushels per acre at $1.54 per 
hundredweight, you would receive $6,450, and your expenses, on the 
other hand, would be, rent, one-third; cutting expense, $2.50 per acre: 
and other expenses, $6—that would include preparing the seedbed and 
planting and selling—giving a total expense of $6,400. Subtract that 
from your price that we received this year, and you would have only 
$50. 

The Cuatrman. Isn’t your rental there rather high? <A third? 

Mr. Bores. A third rent is what we pay. We figured it on a third 
basis. If we did not pay the rent, we would have to pay taxes and 
interest on our investment, or interest to the insurance company, like 
I do. 

The Carman. When you say a third, if you produce 18 bushels, 
you have to pay 6 as rent? 

Mr. Bours. That is right. 

The Cuarrman. All right. 

Senator Arxen. Is this produced on irrigated land ? 

Mr. Borxs. This is a dry-land example. 

Senator Arken. Dry land. 

Senator Anperson. On irrigated land, you might even pay a higher 
rental ? 

Mr. Lampert. Yes. 

Mr. Boxxs. One-half. 

Senator A1rken. Do you produce any other crops? 

Mr. Boxes. Do we produce any other crops? 

Senator Arken. Yes. 

Mr. Boxes. In some places in my area we produce wheat, but our 
particular area is an old grain sorghum yeiliane area. Our area 
on south through the Panhandle of Oklahoma and on into Texas and 
then some into New Mexico and Colorado, the high plain area, we 
produce grain sorghums. The elevators say that they have received 
about 2 bushels of milo maize to 1 of wheat in the last 5 years. 

Mr. Lampert. That is right. 

Senator Arxen. Is this 500 acres you speak of in sorghum; is that 
for the community, or is that your own? 

Mr. Boies. That is a community average. 

Senator Arken. I see. 

Mr. Bores. That is a community average, of 15 bushels per acre on 
the dry land. 

Senator Anperson. Iam sorry. You missed Senator Aiken’s ques- 
tion. He said, is your farm 500 acres? Or is that a whole group of 
people farming 500 acres? 
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Mr. Botes. No. I farm 500 acres. 

Senator Arken. You farm 500 acres. Do you raise anything else 
but sorghum ? 

Mr. Bores. Yes. I raise some wheat. 

Senator Arken. How much wheat do you raise? 

Mr. Borers. My allotted acreage at the present time is 525 acres. 

Senator Arken. What was it 2 years ago? 

Mr. Botes. Two years ago, that 1s, the first allotment? 

Senator AIKEN. Yes. 

Mr. Bores. 598, or 597, I believe. 

Senator Aiken. What did you raise before? 

Mr. Botzs. Before, I raised sorghums and wheat. 

Senator A1rken. How much wheat did you raise before you got your 
allotment ? 

Mr. Boxes. I raised at one time as much as 1,200 acres of wheat. 

Senator Arxen. Then did you raise 500 acres of sorghum at that 
time ? 

Mr. Borxzs. No, I did not. We have changed over from wheat. 

Senator Arken. You have shifted from wheat to sorghums? 

Mr. Borges. From wheat to sorghums. That is right. 

The CHarrman. What you really did was to divert wheat acres to 


sorghum ? 
[ 


Mr. Borgs. To a certain extent. We still summer-fallow some; 
that is, lay out acres that do not have any crop on them, to conserve 
moisture. 

The Cuatrman. How much do you receive for your employment, 
for your work, out of this $1,250 that you have on here, and the $3,000, 


those 2 figures you have indicated in your table ? 

Mr. Boxes. There is none. 

The Cuarman. Hired labor? 

Mr. Boxxs. No; no labor costs are included in this. This is my 
labor, $50, at the present price I received this year. These costs are 
machine costs only. That is, in machine costs, that includes gas and 
oil for our tractors. 

The Cuairman. And wear and tear? 

Mr. Boies. And wear and tear. These are taken by the Farm 
Management Association, which is an average of farms in our whole 
territory. If you are familiar with the Farm Management Asso- 
ciation, [ will not explain. But if you wish me to, I will. 

Senator Arken. What price did you get for wheat this year? 

Mr. Boxes. Our price on wheat this year—I did not raise any— 
and just offhand, what was it, Lloyd? 

Mr, Lampert. About $1.95. 

Mr. Boxes. $1.95. 

Senator ArkEN. You sold in the open market, then? 

Mr. Borzs. $1.93 to $1.95. 

Mr. Lampert. That was on the loan. 

Senator Arken. On the loan, $1.95? 

Mr. Lampert. Yes. 

Senator Anperson. You did not raise any wheat on a 500-acre 
allotment ? 

Mr. Botzs. No, sir. 

Senator Anperson. What did you put in on that? 





3584 PRICE-SUPPORT PROGRAM 


Mr. Boies. We summer-fallowed the land and left it idle to conserve 
fertility and moisture. 

The CuHarrman. Did you — more sorghum ? 

Mr. Botes. Yes. My sorghum acreage was increased this year. 

Senator Ture. Mr. Chairman. 

The CHarrman. Senator Thye. 

Senator Tuye. I did not get a clear understanding of the question 
that Senator Anderson asked of Mr. Boles, and that was, did you 
plant any wheat this past year? 

Mr. Boxes. Yes. I planted wheat, but we did not have a harvest, 
We were too dry for the wheat crop. 

Senator Tuyr. That is what I ws anted to get into the record, that 
you planted it, but it did not survive the winter. The drought 
ruined it. 

Mr. Boxes. That is right. 

Senator Ture. And the net result was that you had to tear it up 
and plant it to milo maize? 

Mr. Bores. That is true to a certain extent. I planted 100 acres 
on ground that I had planted wheat on. 

Senator Tuyr. You did? 

Mr. Bors. Yes. 

Senator Ture. And then the rest lay idle? 

Mr. Botes. The rest lay idle to conserve moisture and fertility. 

Senator Ture. I see. But you did till it; you did work it up, so 
as to keep a dust mulch on top? 

Mr. Borers. Yes. 

Senator Tuye. I see. 

Senator Arken. Did you carry insurance on the wheat? 

Mr. Botes. No. I guess even the crop-insurance program is out in 
our area. 

Senator Anperson. I do not think they operate around Liberal. 

Senator Arken. I see. 

Senator Scuorrren. Mr. Boles, I think you ought to have in the 
record that you are in the representative area, the upland area, where, 
unless you can raise wheat, the predominating crop in your area is 
grain sorghums? 

Mr. Boxes. Grain sorghums; that is right. 

Senator Scuorrren. And if you miss on sorghum grains and wheat, 
you are out entirely. 

Mr. Bots. That is entirely right. That is absolutely right. How- 
ever, we did raise some feed this year. 

Senator Scnorrren. I get that. But I mean, as a graze crop? 

Mr. Boxes. Yes, and silage. 

The Cuarrman, All right. Proceed with your second example. 

Mr. Botes. The second example: 500 acres, at the same 15 bushels 
per acre, which was about the average in our community this year. 
We would receive $8,175, and the rent on a third of that would, of 
course, be higher, and $2.50 for cutting, and $6 per acre for planting 
expense, would give a total expense of $6,975, or a net of $1,200. 
That is, if we would have received the $1.95 per hundredweight, or 
$1.09 per bushel. 

Senator Humpurey. Why did you select that figure of $1.95, sir? 
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Mr. Bores. That is approximately, as near as I can tell, 90 percent 
of parity. In other words, it was approximately 5 percent less than 
we received in 1954. 

Senator Arxen. That is 90 percent for your area? 

Mr. Borers. Yes; for our area. 

Senator ArkEN. That would make a difference. 

Mr. Borges. For our own town, on our farm ; yes. 

The CuarrMan. Allright. Proceed, sir. 

Mr. Boxes. These cost figures are not just my figures, they are the 
average taken of several hundred farms by the Farm Management 
Association. This proves to you that at the present price of grain 
sorghums, we farmers cannot expect to make a living. As you all 
know, our prices have risen on the things that we buy. 

Now, gentlemen, I wish to remind you that in 1953, milo was $2.25 
per hundred or $1.26 per bushel, and in 1954 it was $2.14 per hundred 
or $1.19 per bushel, which is approximately a 6-percent reduction. 
Then again in 1955 came the big blow, the big cut all at once from 
$2.14 per hundred to $1.54. All this cut came in 1 year. My wording 
is not very good. 

Senator Anperson. Mr. Boles, do you have any idea how this rate 
in Liberal, Kans., is figured? Is it based on any particular figure? 
What I am trying to get at is this- 

Mr. Borges. Yes. It is 70 percent of parity at the present time. 

Senator ANpErson. Or is it based on a Galveston figure? Is the base 
Galveston less transportation to Galveston ? 

Mr. Botes. No. It is Kansas City less transportation to Liberal. 

Senator ANprerson. What I am trying to get to is, is the rate around 
Clovis, N. Mex., and around Lubbock, Tex., based on $2.50 or some- 
thing like that at Galveston ? 

Mr. Borges. That is right. 

Senator Anperson. Less the freight ? 

Mr. Borers. Less the freight. 

Senator Anperson. And by the time they get through, they get just 
about the price you do, $1.50? 

Mr. Boies. Their price is almost exactly the same. It might vary 
lor2cents. That is surprising. 

Senator Anprrson. Is it any failing of theirs that they are that far 
from Galveston? Shouldn’t the support program be fairly level 
throughout the country ? 

Mr. Bots. Yes; I think it should. 

Senator Anperson. If we would correct that one item alone, it would 
raise the price in the Lubbock area and the Hereford area, across into 
the Tucumcari area and Clovis area in New Mexico, to about $1.90, 
and they could do pretty well with that. 

Mr. Bogs. That is right. 

Senator AnpErson. Now, what would your base be if they gave you 
the same base that the farmer around Kansas City gets? 

Mr. Boxes. I think it would be almost exactiy parallel. 

Senator AnpErson. You can get around $1.80 or $1.90, somewhere 
up there, and you can begin to breathe again? 

Mr. Boxzs. That is right. 

The Cuatrman. Proceed, sir. 
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Mr. Bores. That interpreted into bushels would be $1.19 per bushel 
in 1954 as against 86 cents in 1955. This is over 27 percent reduction 
taken in just 1 year, mind you. 

Now, let us check to see what other prices are that we farmers have 
topay. These are just a few items: 

Take a tractor which we have not bought in the last few years, or 
combines, or trucks. In 1953, a tractor was $3,600; in 1954, it was 
$3,937, while in 1955, it was $4,381. 

The Cuatrman. Is that the same make, model, and size? 

Mr. Botes. That is the same make, model, and size. 

Mr. Lampert. That is right. 

Mr. Borers. The same tractor. 

The Cuatrman. All right. 

Mr. Bours. And these are the dealers’ figures at Liberal, Kans. 

The Cuamman,. All right. 

Mr. Borrs. And the same way on combines: $5,250 in 1f 53 ; $5,350 
in 1954; and $5,525 in 1955, while a truck would cost $1,759 in 1953: 
in 1954, it would cost $1,765, while again in 1955 it would cost $2,145. 

The Cuatrman. Can you account for the difference in price, let us 
say, of a common make tractor, from $3,600 in 1953 to $4,381 in 1! 955, 
while a combine increased just about $100 between 1954 and 1955? 

Mr. Borers. You mean, the difference in price in the 2 years? 

The CHatrMANn. Yes. 

Mr. Borgs. I think it was the cost of steel. 

The Cuatrman. The cost of steel ? 

Mr. Borers. Yes. 

The Caatrman. There is less steel in a combine ? 

Mr. Borges. You mean the difference in cost between a tractor and 
a combine? 

The Cuarrman. That is right. 

Mr. Boxes. The explanation I would give is the fact that combines 
are not mass-produced quite like a tractor. A tractor is very efficiently 
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built, and there are many more tractors. 4 
The CuarrmMan. There are more in use ? 4 
Mr. Borers. That is right. There are more tractors used than there | 


arecombines. I did not quite get your question. 

Just before we left home we seenid in and priced some commonly ls 
purchased repairs from our dealer there at Liberal, Kans., and these 
were the prices: 

A cle for a tractor, $4 in 1953; $4.80 in 1954; and $6.80 in 1955; 
a clutch collar, $4 in 1953 ; in 1954, $5.10; in 1955, $7.65. } 

Senator Tuyr. Now, Mr. oe if you do not mind an interr up- 
tion there, a muffler you can get along without, but a clutch collar 
you cannot ? 

Mr. Botxs. That is right. 

Senator Turk. I just wanted to point out the importance and sig- 
nifle ance of a clutch collar. Without a clutch collar, on your tractor, 
the power unit would not transmit to your so-called traction unit, and, 
therefore, your tractor is dead to you without a replacement ? 

Mr. Borrs. That is right. 

Senator Tuye. Now, a muffler can leak and everything, and it is 
just the inconvenience of the noise. But the clutch is an absolute must 
if you are going to operate. 
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Mr. Boxes. That isa necessity. That is right. erect 

And then tractor tires, this is a popular size, 15-30, 8-ply, cost 
2183.84 in 1953 and $195.92 in 1954, while in 1959, it is $209.22, ae 

For truck tires, 8.25 by 20, 10-ply, they cost $69.05 in 1953; $71.9% 
in 1954: ¢ $84.02 in 1955. 7 ‘ 
oe Now, Mr. Boles, if you do not mind another inter- 
ruption, if you took all of these figures and went back i0 years, your 
income would show a surprisingly larger return to you ¢ 

Mr. Borers. Yes, it would. ; 

Senator Turk, But your so-called machinery or equipment costs 
would be down a much larger amount than this illustrates, because 
this $3,600 tractor in 1953, 6 or more years ago, back to 1947 and 
1946, thereabouts, you would be buying that tractor for just slightly 
over $2,000 ¢ 

Mr. Boxes. It would be under $2,000. 

Senator Tuyr. I was giving the liberal side of it. 

Mr. Botes. You are exactly right. 

Senator Ture. I was giving the liberal side. 

Mr. Bores. You are right. 

Senator Taye. And then you had not as great a tax burden on your 
real estate. 

Mr. Bogs. That is true. 

Senator Tuyer. Nor as great a cash rent on your real estate at that 
time as you have today ? 

Mr. Boxes. That is right. 

Senator Toyz. And you are paying this amount. Now, you took 
the last 3 years. 

Mr. Botzs. Yes, sir. 

Senator Ture. But if you went back 10 years, back to 1945 or back 
to 1947, which would only be 9 years ago, you would see a vast differ- 
ence in what the machine or the repairs and the equipment cost you 
in relation to what you received for your product? You have taken 
a very conservative 3 years here to figure the increase from 1953, to 
1954, to 1955. 

Mr. Bouxs. Yes, sir. 

Senator Ture. If you had said 10 years or 8 years, and, “Let me 
show you what my cost was.and what my returns were 8 years ago 
in comparison with this past 1955,” you would show a glaring rise 
in the cost there in your equipment, as well as a drop in your net 
returns. 

Excuse me, Mr. Chairman. 

The Cuarrman. The examples put in the record show what we have 
been hearing about, or heard about throughout these hearings in the 
fall. 

Senator Tuyr. Yes, sir. 

The Cuamman. Here the farmers received in 1954, $1.19 per bushel 
for their grain, and 86 cents in 1955. But as he pointed out, the cost 
of the muffler rose from $4 to $6.80. 

Mr. Botes. That is right. 

_ The Cuatrman. The clutch, from $4 to $7.65; the tractor tires from 
$183 to $209, and the truck tires from $69 to $84. 

Mr. Botxs. That is true. 

The Cratrman. So he has been caught in that squeeze of which the 
farmers have been complaining so much. 
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Senator Tuyr. Yes, sir. 
But the biggest squeeze 
Senator Humpnrey. Was before. 

Senator Ture (continuing). Was actually before that time, you see. 
This is getting the last drop out of you, but you had had a lot wrung 
out of you before that time. 

Mr. Bores. That is right. 

The Cuarrman. All right, sir. Will you proceed? 

Mr. Botes. We are trying to prove ‘that we could get by on the 
1953 figure. However, we were not making very much profit, but we 
were barely getting by, but in 1955, as you can see, it is impossible. 

We are not asking that our cost prices be reduced, we want the man 
that is working in the manufactur ing plant to make a good living, we 
want the manufacturers to make money, but we also want to make a 
living. The farmers in our area are not in a position to take a part- 
time job in town because farming in our area is a full-time operation. 
Therefore, we feel that we must have around $1.95 to $2 per hundred, or 
in terms of bushels approximately $1.10 per bushel or better. 

We feel that this should be supported at a price level that would 
give us these minimum prices. Based upon present parity, this would 
be approximately 90 percent of parity. 

Senator Tuysr. Mr. Boles, would you encourage many more to go to 
the city or the town looking for a job ? 

Mr. Bogs. No, sir. 

Our farm operations are built up to as large as we can handle, that 
is, a family sized farm. 

Senator Ture. Isn’t there some need for us to concern ourselves 
with whether we want to induce a bigger shift to the cities? We have 
full employment now, but you just let some little turndown or a little 
downward trend come in, and see what you would be faced with, with 
this high population in the cities. On the farm they can have a place 
to live; they can grow a garden; they can do numerous things to sup- 
plement and make possible a living. 

Mr. Bores. That is true. 

Senator Ture. But in the city, when you are out of a job, you are 
out of a job, and when the unemployment compensation shank is €x- 
hausted, you are sitting inside the walls of that apartment, or that 
house, and the bare steets are in front of you. You donot have a thing 
to turn to. You just let some unemploy ment occur this day, with your 
national debt where it is, and then see what you are going to do in a 
city, trying to care for that unemployed person. 

I went through that experience in the thirties. We tried to make 
all kinds of jobs for people in order that they could earn a little bread 
and butter. I saw them wheeling dirt in the middle of the winter, 
when they were picking it out of a “frozen bank, just to give them some 
kind of a job. I saw that in the thirties. You just crowd your city 
streets with a lot of young families and have unemployment arise, and 
see what happens to America. 

Therefore, I am not in accord with the idea that you should force 
them into the cities. I am for the idea of reconstructing a farm 
economy that will permit our young families to stay out in the country 
and make a living. And that is my philosophy, and I shall fight for 
it as long as I am in the Congress, or afterwards, for that matter. 

Mr. Boies. That is mine, too, Senator. 
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Mr. Lampert. That is a good point. 

Mr. Borges. Our younger farmers are the ones that are leaving first. 

Senator Tuye. Yes, sir. 

Mr. Boxes. And a lot of them have already left. 

Senator Turse. Yes, sir. And you let them go unemployed on the 
streets of your cities for a matter of 6 months, and see what the fiber 
and the heart of them will be with respect to their country. They will 
have lost faith; they will have lost confidence. That is the thing 
that I fear, filling up our cities with young families that should right- 
fully be out here on these farms. 

Mr. Borers. Yes,sir. I thoroughly agree with you. 

The Cuarrman. Thank you ever so much. 

Excuse me. Are there any further questions? 

Senator Scnorrret. Mr. Chairman, I know these gentlemen. I 
know this area. Itisinthe upland area. They have a problem down 
there, not only in my State, but in the surrounding States and sur- 
rounding areas, which has been aggravated by drought conditions, 
as these gentlemen will know. 

Now, Mr. Boles, I would like to ask you this. As you pointed out a 
while ago, we have a two-crop area in a lot of sections of our western 
upland areas. 

Mr. Bones. Yes, we do. 

Senator ScHorrreL. You pointed out here that it is either wheat or 
the sorghums, or milo referred to. Now, you recognize, do you not, 
that if some guaranteed price is figured out, you cannot expect them to 
plant all the acres that you have, or you could get, say, in milo, just as 
you cannot now do it in wheat ? 

Mr. Borxs. That is true, yes. 

Senator Scnorrren. Now, if you get a guaranteed price or a price 
factor, do you realize, or would you agree, or how do you feel about 
acreage allotments, then ? 

Mr. Botxs. The farmers in our area would be willing to take acreage 
allotment. We had a little meeting of the milo producers, and it hap- 
pened to be just before Christmas, the 15th of December, when all their 
kids were in Christmas programs, and their wives had parties, and 
everything else. But we had that building filled with about 400 
farmers, and it was just because they had settled up for their milo, 
and they had not paid the banks off, and I went to the banker and he 
confirmed that statement. He said: 

We made conservative loans to lots of these farmers, and a large percentage 
of them, we are going to have to carry over to another year. 

Senator Scnorpren. But you do realize that if the Department or 
the Congress in its wisdom makes some shift or readjustment on this 
program for a guaranteed price that an acreage reduction program 
would have to be coupled to it? Do you realize that ? 

Mr. Botes. Yes. We are willing to take an acreage reduction, and 
acreage control in the form of a soil bank or conservation acres, or 
something like that. We know that. We did not clutter the desks 
of you gentlemen with a farm program. We know that you have had 
several of them, and we feel sure that you will figure out a plan that 
will be satisfactory to all of us, and I was scared when I first came in 
here, but I find that I am among friends, and I do not know as I need 
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to have said anything. I think you boys know the story a lot better 
than I do, and I surely do thank you. 

The Cuamman. Thank you, Mr. Boles. 

Senator Humpurey. Mr. Boles, before you go I want personally to 
thank you for what I consider to be very fine testimony. I said to your 
Senator, Senator Schoeppel, over here, “This man has written his own 
testimony, and he knows what he is talking about.” 

This is good, solid, substantial material. 

I noticed a chart, Mr. Chairman, the other day in the Newsweek 
magazine on cost-of-living index which I thought was quite informa- 
tive. It showed what had been happening in the same 3 years, 1953, 
1954, and 1955, and the cost-of-living index has been rather stable, 
exc ept the only reason it has stayed that way is because of what 
Mr. Boles portrays: The agric ultural products have dropped down so 
much that it has absorbed the increase in the other products and the 
other items of the cost of living. 

So you have got a cost-of- livi ing index throughout the country that 
is relatively stable, but at the expense of a particular group. 

Now, that has a high significance. There are many contracts be- 
tween labor unions and management that are based on the cost-of- 
living index. So when Mr. Curtice, of General Motors, praises the 
present farm program, he is doing it with great enthusiasm, because 
as long as the UAW cannot claim a cost-of- livi ing increase under that 
5-year contract that they got with General Motors, General Motors 
does not have to pay any more wages. 

Mr. Borers. That is true. 

Senator Humpurey. So, so long as the total cost-of-living index 
stays down, at your expense, the wage package in that particular plant 
does not go up. And that is exactly what has happened. 

Mr. Borers. We cannot stand it much longer, unless the insurance 
company has got a lot more money than I think they have. 

Senator Humpnrey. They have a lot of money. 

The Cuatrrman. Thank you. 

Is Mr. Moore present ¢ 

Have a seat, Mr. Moore. 

Senator Humpurey. Mr. Chairman, I have to leave, and I wanted 
to make a formal request before I leave, if you do not mind. It will 
just take me a moment. 

I want to ask you, sir, as the chairman, to instruct our staff to get 
some explanation from the Secretary on what is going on in this pork- 

purchase program. You may recall that the Secretary assured the 
committee that he was pushing this program of pork buying and dis- 
tribution and that it was being stepped up as fast as the outlets could 
be obtained. 

Just about 2 or 3 days ago, I received information to the effect that 
relief agencies eligible to receive the pork under the existing law have 
been unable to get it. They have been turned down, and been in- 
formed that none will be available until in April. 

I would like to have the staff find out why this is. 

Furthermore, I would like to know why it is that at the first bids 
that were taken for the purchase of pork, there seemed to be a little 
competitive bidding, and that at the subsequent bids which have been 
taken, all bids are alike, and that every time, the processors’ bid goes 
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up each time, and the price of pork to the farmer goes down each 


time. ; ; ; ; a 
Now, I think this necessitates an explanation. I feel it is some- 


thing that needs to be definitely looked into. ; 

Now, I will give you the specific example that came to my attention 
2 days ago. It is Polk County, Lowa. Apparently the people from 
there saw other people, too, here on the Hill. But I happen to have 
an acquaintanceship in that particular county, and one of the officers 
of the relief agency, the Welfare Board of Polk County, Iowa, came 
to me and indicated that he had tried to obtain pork products for 
their needy people, and was told that there would not be any available 
until in April. 

Now, I want to know what the delay is, and I want to know why 
the Government of the United States is paying more for pork prod- 
ucts each time it buys them, while the farmer gets less for pork when 
he sells it in the stockyard. 

This has been exactly what some of us have been worried about, 
and I do not like the explanations we are getting from the Department. 

The Cuatrman. We will follow your suggestion, Senator. In addi- 
tion to that, I have been asked also to inquire as to the sale of the 
1 million bales of cotton that were supposed to have been sold in 
January. So we will put both requests in, and I hope to get an 
answer soon. 

Senator Humrurey. Thank you very much, Mr. Chairman. 

The Cuarrman. All right, Mr. Moore. Will you give us your 
name and occupation, please? 

Mr. Moors. Frank Moore. I am a farmer, from Plainview, Tex. 
This is Mr. LaFont, a farmer, and adviser to the association, also 
from Plainview, Tex. 

The Cuatmrman. What is his full name? 

Mr. Moore. Harold M. LaFont. 

The Cuarmman. All right, Mr. Moore. Proceed, sir. 


STATEMENTS OF FRANK MOORE AND HAROLD M. LaFONT, FEED 
GRAIN PRODUCERS ASSOCIATION, PLAINVIEW, TEX. 


Mr. Moore. Mr. Chairman, gentlemen of the committee, we appre- 
ciate the committing giving us, as actual farmers, this opportunity to 
present our views on a workable farm plan. 

We represent the Feed Grain Producers Association, with head- 
quarters at Bushland, Tex., and an organization of farmers of eastern 
New Mexico, western Oklahoma, and the north and south plains of 
Texas, 

Our association was formed at Hereford, Tex., on October 20, 1955. 
Immediately after its organization, each county group was instructed 
to formulate their ideas of a change in the present farm program to 
make it fit the distressed conditions of farming at this time. 

Senator Tuyr. Mr. Chairman, would the gentleman mind an inter- 
ruption at that point? 

‘ou formed a new farm association just in 1955? 

Mr. Moore. Yes, sir. 

Senator Tuy. Had you become discouraged with the organizations 
that were in existence representing the farmers? Or what caused 
the formation of the new organization ? 
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Mr. Moore. Well—— 

Senator Ture. I know your problems economically, but I wondered 
whether you felt that through your new organization you could be 
more effective in trying to speak for yourself as a producer in that 
geographical area, or had you become discouraged with representation 
that was in existence? 

Mr. Moore. We felt that just by having one commodity group, we 
would be more effective. 

Senator Ture. I see. So it was strictly a commodity question 
rather than an area or general farm economic question 

Mr. Moore. Yes, sir. 

Senator Tuyr. You then were dealing with what kind of grain, 

Mr. Moore. Milo maize. 

Senator Ture. Milo maize. So you confined yourself specifically 
to that crop ? 

Mr. Moore. Yes, sir. 

Senator Ture. Thank you, sir. 

Mr. Moore. Out of those plans submitted, and from those plans 
submitted, our association is making this recommendation. 

The gradual decrease of the borrowing power of our farmers from 
banks, depressed farm prices, and a gradual increase in the cost of 
living and farming operations have all contributed to a squeeze on the 
farm situation to a point where it is becoming more unbearable each 
day. 

Our proposed plan has been submitted to our county organizations 
in 15 counties on the North and South Plains of Texas, and the coun- 
ties of our association in New Mexico and Oklahoma, and it has re- 
ceived unanimous approval of all farmers present at each county 
meeting. We do not present this proposed plan as a complete solu- 
tion to all farm problems and the disposition of surpluses of farm 
commodities, but we believe this program will go a long way in help- 
ing to solve the situation in which we find ourselves. 


SUGGESTED FARM PROGRAMS, FEED GRAIN PRODUCERS ASSOCIATION 


1. Any one farm not be permitted to plant more than approximately 
85 percent of total cultivated acres in price-supporting crops, leaving 
approximately 15 percent in layout or soil-bank acreage. We had 
been planting up to 100 percent. 

The CuarrMan. What did you do with that 15 percent? Just plant 
soil-conservation grasses? 

Mr. LaFonr. He will get to that in a minute. 

The Cuarrman. All right. Go ahead. 

Mr. Moore. (a) No payment will be received by farmer for soil- 
bank acreage. 

(6) No grazing or cash crop on soil-bank acreage. He can either 
summer-fallow or put legumes on it. 

(ec) The soil-bank acreage must be rotated yearly. 

Senator Ture. Do you mind an interruption at that point? What 
kind of legume can you plant in that area and be certain of a catch, 
because this is quite dry area, and if you have a diversion and you 
want it seeded down to grass or legumes, what kind of grass could 
you plant in that area? 

Mr. Moore. We are in an irrigated area 
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Senator Ture. Oh, you are irrigation? 
Mr. Moore (continuing). And dry-land area. 

Senator Ture. I meant dry land. My question was directed to dry 
land, and not irrigation. 

Mr. Moore. That is the reason why we have the summer fallow in 
there. It is doubtful whether you could come in with a legume or not, 
but in our irrigated area, we could come in with peas and clover and 
the rest of them. 

Senator Tuyr. My question was not directed to irrigation. I was 
directing it to the dry-land question. 

Mr. Moore. There are very few years when you can use legumes very 
well on dry land. 

Senator Ture. I did not think you could. ‘That is why I asked the 
question. 

Mr. Moore. (d@) Soil-bank percentage can be increased or decreased 
yearly according to supply feed grains. In other words, 15 percent 
is nota magic figure. ‘The Department of Agriculture could change it. 
according to the supply of feed grains. 

2. Cross compliance shall be in effect. If the farmer is not in com- 
pliance on his layout or any other phase of his farming, he is com- 
pletely out of compliance and would not be eligible for the farm loan 
and would be penalized. 

(a) A farmer will be permitted to plant feed grains in case of 
drought, hail, or flood on basic crops acreage. In that way, we could 
take care of our own hardship cases. 

(6) Marketing quotas and acreage allotments will not be used on 
feed grains, as soil bank automatically reduces acreage. 

3. Program voluntary, in that it must be approved by referendum 
not later than May 1 each year, and should be as early as possible, and 
then it would be mandatory after approved. 

4. In exchange for no pay on soil bank or layout land, farmers will 
receive 90 percent of parity for presently price-supported crops. That 
is basic and nonbasic crops. 

The Cuarrman. Which are the nonbasics ? 

Mr. Moore. That would be oats, barley, rye, and grain sorghums. 

The Cuarrman. Strictly grain ¢ 

Mr. Moore. Sir? 

The Cuarrman. Strictly grain ? 

Mr. Moore. Soybeans and flax. 

The Cuatrman. All right. 

Mr. Moore. 5. Small farms will receive 90 percent of parity without 
layout or soil-bank compliance. But we think that the large farmers 
should carry the load of the layout and the small farmer would only 
have to comply with his basic acreage allotments in order to be eligible. 

Senator Scuorrre.. Mr. Chairman, I would like to ask at that point, 
what would you consider a small farm to be here? That is, the aver- 
age. I will not hold you to an exact figure. 

Mr. Moorr. We would leave it up to the Department of Agriculture, 
or to you, with this thought in mind. If you get it too large, it would 
not lay out as many acres, and if you get it too large, it would be 
awfully difficult to decrease the size of a small farm. Possibly 20 
acres would be a small farm. ‘ 
The Cuamman. You mean, irrigated land ? 
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Mr. Moore. No; just straight across, irrigated and dry land, both. 
The Cuatrman. In the same area? 

Mr. Moore. Yes, sir; dry land or irrigated. nd 

The Cuarrman. You could produce so much more on irrigated land, 


though. 
Mr. Moore. In dryland sections, you do not have 20-acre farms. 


Senator Tuyr. No; I did not think you did. You would need that 
to park your machinery on. 

The CuatrrmMan. They are all big? 

Mr. Moore. Where you have heavy rainfall and plenty of water, 
that is the only place you have small farms that I know of. 

Senator Ture. What would be the average of your dryland farming 
out there, about the average size ? 

Mr. Moore. It is hard to make a living on a section. I would pos- 
sibly say they were larger than a section, because it is awfully difficult 
to make a living on 640 acre under dryland conditions. 

Senator Tuyr. You would have a few cattle, would you not, as a 
general thing? 

Mr. Moore. Yes, sir: 95 percent of them would. 

Senator Tuyr. And then you would have to have how many acres 
for one cow if you were pasturing? You, of course, would pasture 
some winter wheat there. But figuring your dryland summer pasture, 
how many acres would you figure on a cow ¢ 

Mr. Moore. Well, usually they put the cows down around a lake 
where there is a little water, and as the water dries back, they maybe 
just have a few cows, 2 or 3 cows. 

Senator Tuyr. Yes. But you do not have too many lakes around 
there. 

Mr. Moore. Service lakes. 

Mr. LaFonr. Yes; we have lots of them. 

Mr. Moorr. We have at least 1 for every section, and probably 1 
on practically every quarter. 

Senator Tryr. But in the main, about how many acres of land 
would you figure that you would have to have, regardless of what kind 
of lake or whatever you might have on the land? How many acres 
do you plan per head for the summer grazing? Of course, in the 
wintertime you are back down on your winter wheat, you see, and 
grazing that. 

Mr. Moore. You can hardly answer that because some years it rains 
and it doesn’t take very many acres, and you have in other years—— 

Senator Ture. I know that. It is probably laboring the point. 
Mr. Chairman, it is all right. 

The Cuatrman. Proceed. 

Mr. Moore. We have the illustrations with the 100-acre farms in 
cultivation, and we do not mean to change the cotton allotment or 
wheat allotment or any of the basic allotments. They can be changed 
inside of this program without affecting it. 

In the first one, you have a 30-acre cotton allotment, and up to now 
you would have been planting 70 acres of feed grain. But with this 
15 percent layout, you would only be planting 55 acres in feed grain. 

In the second illustration, we will say that the farmer has 25 acres 
of cotton and he has a 15-acre wheat allotment. He has been planting 
60 acres of feed grain, and under this he would be planting only 15 
acres, which would decrease his feed grain 25 percent. 
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The CuatrrMan. He would make that 15 percent set-aside, or soil 
bank, apply solely to grain? 

Mr. Moore. Not necessarily. 

The CHAIRMAN. Your illustrations show that, do they not? 

Mr. Moore. The reason why in my illustrations it shows that is be- 

cause that would h: appen in 95 percent of the cases. But if feed grain 
had 95 percent of parity the same as cotton, some of my neighbors— 
my being a farmer. I know that some of my neighbors ‘do not like to 
farm cotton, and they would take their acreage layout out of their 
cotton and plant the rest of it in feed grain. But still 90 or 95 percent 
of your layout acres would come out of your feed grain. 

Senator Tuye. Are there many of the cotton producers down there 
who hire the mechanical picking of their cotton / 

Mr. Moore. They use a mech: anical str ipper, sir. 

Senator Ture. I know they use a mechanical stripper. But can you 
hire it done, as up in the North you can hire a corn picker with a 
mechanical unit and pick your corn at about $4 an acre? Is there 
such a comparable practice down there in the cotton areas, so that a 
man can hire it mechanically picked 

Mr. Moore. Yes. 

Senator Ture. If he resires, rather than go and hire the hand- 
pickers ¢ 

Mr. Moore. Yes, sir. You can hire it at from 50 cents to $1 a hundred. 

Senator Ture. Fifty cents to one dollar a hundred to have it 
picked ? 

Mr. Moore. Yes, sir. 

Senator Tuyr. They do not pick by the acre; they pick by the 
weight ? 

Mr. Moore. By the weight. They strip it. They just take bolls 
and all. 

Senator Tuyr. Yes. That is the only mechanical device you have, 
and then you separate it at the gin. But you can hire it done, and I 
imagine a lot of the small operators do hire the picking of the cotton 

rather than to get a crew in there to pick it by hand. 

Mr. Moore. That is true. A small operator hires someone. 

Senator Ture. So that he does not go out and get a crew of hand- 
pickers; he is more apt to go and hire somebody that has a machine, 
and they do custom picking as they do custom wheat combining? 

Mr. Moors. The way they do it is when the cotton first opens, they 
hand pull it, and then they hire the last stripped. 

Senator THyp. Oh, they hand pull the first? 

Mr. Moorp. Yes, sir. 

Senator Ture. They go in there and hand pull the first cotton 
blooms ? 

Mr. Moore. Yes, sir. 

Senator Tarr. And then they strip it afterward mechanically? 

Mr. Moore. That is right, sir. 

Senator Tuyr. I see. And then they pay by the pound 

Mr. Moorp. Yes, sir. 

Senator Ture. On the last operation ? 

Mr. Moore. That is right. 

Senator Tarr. What do they pay when they are handpicking? 

Mr. Moore. $1.70 is the pre ie wage at this time, delivered to 
the gin, 
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Senator Toye. A hundredweight? 

Mr. Moors. Yes, sir. 

The Cuareman. Is there any handwork to picking the cotton after 
it is stripped by the machine? 

Mr. Moore. No, sir. The machine puts it in a trailer just as a corn 
picker does. 

The Cuatrman. I see. And then they gin it? 

Mr. Moore. Yes, sir. 

The CuatrMAn. Does the gin separate the cotton from the boll ? 

Mr. Moore. Yes, sir. It is taken in by the suction just the same as 
the picked cotton. And the gin separates all of it. It has burr 
extractors. 

The Cuatrman. I see. Does it cost you more to gin? 

Mr. Moore. Not except for the fact that you have to carry more 
tonnage to the gin in order to get a bale. 

The CHamman. I see. 

Mr. Moore. Under these illustrations, we have four of the questions 
that have been principally asked us about this program. 

First, the corn farmer would benefit by the lessening supply of feed 
grain, and I believe that is a true statement. 

The second is, livestock prices raised by decreasing supply of feed 
grain. That is not entirely a true statement, I believe, because if the 
feed grain supply got too low, it would cause the farmers to sell their 
cows at such a rapid rate that it would crash the market. 

This program would be very easy to administer under the present 
setup. By that I mean, when they came out to measure cotton allot- 
ment or wheat allotment, they could measure your layout acres, and 
also when they voted on the referendum, we e already have that set up 
to take care of that. It would take a very short time. 

Each basic crop problem is subject to Government change in the 
future without affecting this program. In case you wanted to change 
the allotments of cotton or you wanted to go to the two-price e system 
on rice, you could do any of those things without affecting this pro- 
gram. You could work within each different commodity and take 
that problem separately and not affect this program. 

I think the No. 4 in this is one of the most important parts of it. 
If we were to get 90 percent of parity, our farmers could go to the bank 
and borrow money now, and that is principally what we run on all 
the time, anyhow, borrowed money, and that would put money in the 
farmers’ pockets quicker than any possible way. 

Senator Tayr. What are you paying in interest on borrowed money 
now ? 

Mr. Moors. The average farmer pays 8 percent. 

Senator Tuyr. You mean on these short-term loans? 

Mr. Moorg. That would be, say he starts borrowing from April until 
fall. 

Senator THyr. And he pays 8 percent ? 

Mr. Moore. Yes, sir. 

Senator Tuyr. Is that unsecured or chatteled ? 

Mr. Moore. It is secured, most of it. 

Senator Tuyr. You mean there is a chattel mortgage and crop 
mortgage, et cetera ? 


Mr. Moore. Yes, sit 
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Senator Tuyr. And he is paying 8 percent ? 

Mr. Moore. Yes, sir. 

Senator Tuyr. Have you any other Federal credit of any kind in 
the area ? 

Mr. Moore. FHA. 

Senator Torr. Have you any Production Credit Associations in the 
area 

Mr. Moore. Yes, sir. 

Senator Torr. Can you obtain a loan from them, or are they unable 
to loan to you? 

Mr. Moore. I do not believe I could answer that. 

Could you, Mr. LaFont ? 

Senator Taye. That is important, because we have got this credit 
question to consider at the same time we dispose of this bill. And if 
you are paying 8 percent, so help me, I do not know how you survive 
paying 8 percent, because I know you are operating on credit. 

Mr. LaFont. Senator, we have Production Credit there. 

Senator Ture. Yes, sir. 

Mr. LaFonr. But they require security. And as our security de- 
creases, Which is what is taking place, neither the banks nor the 
Production Credit will take care of our farmers. 

Senator Tuyr. Can you get a Production Credit loan? How much 
interest do you pay them? 

Mr. LaFonr. Considerably less than 8 percent. 

Senator Tuyr. Do you know how much? 

Mr. LaFonv. No, sir; I do not know exactly how much, but I under- 
stand it is at 6 percent. I know it is considerably less than bank 
loans. 

Senator Tuyr. Now, for instance, how much of a loan can they give 
you? Are they able to meet your needs? 

Mr. LaFonv. They are able to meet our needs, but you still have 
to have the security to borrow the money. 

Senator Ture. I will grant you that. But assuming that you had 
the security and everything that was required to obtain a loan—can 
your Production Credit Association give you a sufficient loan to permit 
the average operator to go through a spring and a summer season? 

Mr. LaFonr. It could, up until about 2 years ago. 

Senator Tarr. What happened ? 

Mr. LaFonr. What happened is that a cow that is worth so much 
money 2 years ago is worth so much less today, and when you put that 
cow up for security today, they cannot go, and neither can our banks. 

Senator Ture. And therefore you are not able to finance your 
operation ? 

Mr. LaFonr. Right. 

Senator Tuyr. And can the local bank go a little further than the 
Production Credit Association ? 

Mr. LaFonr. Our people had rather go to the local bank, generally 
speaking. 

Senator Tuyr. Yes; I do, too. 

Mr. LaFonr. But our banks—you would be surprised how many 
they are turning away right now, and particularly tenant farmers, 
because they just cannot go without some stabilized price. 

_ Senator ve. And in order to get any kind of loan at all, there is a 
risk factor in there, and that is why your interest charge is so high, 
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so that in the event there are some defaults, the bank or the loaning 
agency, whether it is Production Credit Association or the bank, can 
remain solvent even though they have had several bad loans? 

Mr. LaFonrt. That is correct, sir. 

Senator Tuyr. That is the way you are now financed? 

Mr. LaFonr. Yes, sir. 

Senator Ture. Mr. Chairman, that is one phase that needs a very 
close study, because I cannot ever escape what was the situation in the 
early thirties, when this Congress, this U nited States Congress, appro- 
priated the funds for the Commissioner’s loan, which was the second 
mortgage, to assist the Federal Land Bank in refinancing on already 
destitute, financi: ally broke agriculture in this land. And “if it had not 
been for that congressional action, there would have been a lot of 
farmers who would not have been in possession of their farms when 
economic conditions improved. They were able again to pay their 
obligations and have their actual farm, which had been threatened 
with foreclosure at only a fraction of what its actual value was, you 
see. 

Mr. LaFonr. That is right. 

Senator Ture. So this question of credit is most important right 
now, and if you are paying 8 percent interest, I do not know how in the 
world you continue going, because there is a payday, and you cannot 
escape that payday. 

The Cuatrman. I think the witness has said he cannot go on any 
more. 

Senator Turse. No; he cannot. 

The Cuarrman. Have you anything else, Mr. Moore? 

Mr. Moore. Along with this program a program such as the Presi- 
dent’s program of soil-conservation ac reage could be worked i in, and it 
would not affect this program. If you had 10 acres that should not 
have been broken out, it could be taken out over here and retired along 
with this program, and also the acreage reserve program could be used 
in conjunction with this program. And we think this would be a long- 
term program and would cost the Government very little money. 
And we have not found one farmer yet that wanted pay for laying 
out acres. 

The CuatrMan. Are there any further questions? 

Senator Tuyr. None. Thank you, gentlemen. 

The Cuarrman. Thank you ever so much, Mr. Moore. 

The committee will stand in recess until 2: 15. 

(W hereupon, at 12:50 p. m., the committee recessed, to reconvene 
at 2:15 p.m., the same day.) 


AFTERNOON SESSION 


The CHarrmMan. The committee will come to order. 

We have as our first witness Mr. Walter F. McCaleb, Jr., who is the 
chairman of the legislative committee, and a director of the Vegetable 
Growers Association of America, and executive vice president of the 
Association of Virginia Potato and Vegetable Growers. 

Now, Mr. McCaleb, you have with you a gentleman, I see. Will 
you give your name in full? 

Mr. Sueity. Mr. Joseph Shelly, secretary of the association. 
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The CuarrMaNn. I understand that you have a statement that you 
would like to submit for the record, Mr. McCaleb. 

Mr. McCates. Yes, sir. 

The CHarmman. Give us the highlights of it, and add other 
thoughts, in view of the bill that was submitted here recently. 

Mr. McCaues. That’s correct, Mr. Chairman. 

The CuHarrMAN. You may proceed, Mr. McCaleb. Your statement 
ment will be printed in the record at this point. 
(The prepared statement of Mr. McCaleb is as follows :) 


My name is Walter F. McCaleb, Jr. I am chairman of the legislative com- 
mittee and a director of the Vegetable Growers Association of America and 
executive vice president of the Association of Virginia Potato and Vegetable 
Growers. 

The Vegetable Growers Association of America is pleased to have this op- 
portunity to present its views on the proposed soil-bank and price-support 
legislation. Our association is the only national organization composed entirely 
of vegetable growers. Through our direct and affiliate memberships, whom we 
represent, the views of our association are representative and conclusive of the 
opinions of vegetable growers, which were again overwhelmingly approved at 
our recent annual meeting in December 1955. 

An examination of the facts of the agricultural situation in the United States 
leads only to one conclusion—that the productive capacity of our agricultural 
economy substantially exceeds our effective demand, both domestic and foreign. 

To meet the necessities of a wartime demand, high supports were instituted 
to encourage maximum production. Unfortunately, high, rigid supports were 
continued long beyond their period of justification, resulting in our present 
dilemma of vast supplies of basic commodities in the hands of Government and 
overhanging the agricultural market. It is not our purpose to enlarge on past 
agricultural policies which have certainly not solved the problem of overpro- 
duction ; however, we do believe a review of these policies is long overdue. We 
do not consider it a healthy situation that a farmer can sell his crop to the 
yovernment and buy back the same crop on the open market at a lower price. 
Such paradoxical situations with unwieldly supplies of farm commodities may 
eventually result in a complete breakdown of the entire agricultural program. 
The American taxpayer has been asked to generously hold an umbrella over 
world production of several agricultural commodities which domestically de- 
pend upon exports for a prosperous and healthy condition. Such a program 
can only produce surpluses through the depletion of our soil resources. 

We conceive it to be the duty of our Federal Government, with regard to basic 
commodities, to encourage the production of crops and varieties of crops which 
are in effective demand in the market place. However, new legislation should 
make it mandatory that the Secretary of Agriculture in setting price-support 
levels should recognize superior varieties which are in demand in the market 
place. 

The piecemeal approach used in the past by attacking the problem on an 
individual crop basis has not remedied the basic flaw inasmuch as part of our 
farm economy has produced itself into a price depression, with commodities 
in many instances not in effective demand. The piecemeal approach of curtail- 
ing acreages of a handful of crops has merely shifted the burden of surpluses 
to other crops and in many instances shifted diverted acres into vegetable 
production. Vegetable producers are not complaining about free and equal 
competition, but we do object to competition subsidized by the United States 
Treasury. 

Any plan which applies the soil-bank idea only to farmland growing basic 
commodities is a further extension of the piecemeal approach whose failure is 
too apparent. This reduction through the soil-bank plan should be sufficient 
to reduce total agricultural production of all commodities so that the farmer 
could expect to receive a reasonable return for his skill and investment and 
insure adequate supplies for domestic and legitimate foreign demand. 

Land retired from commercial production under this program would become 
a national soil fertility stockpile, and the Fedaral Government, in exchange for 
the farmer retiring this land from production, would undertake to encourage 
the stockpiling of fertility in this soil by means of a program to encourage the 
planting of stockpiled land to soil-building crops. Payments should be suffi- 
ciently liberal to insure good soil-conservation practices on stockpiled acres. 












3600 PRICE-SUPPORT PROGRAM 


The mechanism for handling such payments and insuring the actual retirement 
of the designated percentage of land already exists in the present State and 
county ASC committee. 

In determining the provisions of the plan concerning the type of soil-building 
plants to be used, the flexibility of the present ASC program with its great 
variety of practices adapted to specific areas, based on past experiences, shoul 
be taken into consideration. Im some areas the native or natural cover crop 
may bring about the desired results with a minimum expenditure of money. 
To limit the types of cover crops to be used may result in a shortage of seed 
which will be needed for the 25 or 30 million acres designated for the soil-bank 
reserve. 

To be successful and equitable, the percentage reduction would have to be 
applied universally in all sections of the country and on all types of farms 
regardless of size or crops grown. The base to which the percentage cut 
should apply should be the average of 1954-55 cropland actually in production 
on each individual farm in the United States. It is necessary that an average 
be used based on land actually in commercial production during the immediate 
past; otherwise abandoned and marginal land will be included in the base and 
radically distort the results. The ASC committees have the records and the 
ability to prevent inclusion in the base of such lands. 

Because agriculture in the United States is dynamic, because new methods 
are constantly being introduced which increases potential output, it will be 
necessary for the Secretary of Agriculture to set annually in advance the per- 
centage of land to be retired for the coming year. This flexibility is essential 
to provide for emergencies and to readily adjust for needed increased pro- 
ductivity. 

The final program for stockpiling soil fertility which will be drafted must 
contain mandatory provisions, and it must apply to all segments of the agricul- 
tural economy. The basic farm commodities which have enjoyed Government 
supports are in the greatest difficulty at the present time. The growers of these 
commodities are already receiving agricultural conservation payments and price 
supports ; and, with the addition of soil-fertility payments, the amount of capital 
available to these farmers will be further increased. With no restrictions, 
they can utilize this additional capital to further increase the production of 
basic commodities and nonsupported crops. Inasmuch as this problem of over- 
production is a general one, the soil fertility plan must apply to all crops and 
not only basic commodities, representing approximately 25 percent of the national! 
farm income. 

It is most unfortunate that aids to stimulate production have been permitted 
to perpetuate the unbalance in the agricultural economy. A national soil fertility 
stockpile would rectify this unbalanced condition. It would make a vital con- 
tribution to the control of soil erosion, conservation of water, and stockpile a 
general reserve of soil fertility for emergencies and for future use of a rapidly 
expanding population. 

We believe that the farm policies of the future should include constructive 
aid in maintaining and strengthening our entire agricultural economy. It should 
deal realistically with agricultural problems and avoid contradictory action, 
such as Government reclamation of new agricultural land even while it is obli- 
gated to buy unmanageable farm surpluses. 

ast policy has only aggravated agriculture’s outstanding problem of over- 
production until farmers are drowning in their own abundance. It will require 
courage to reject the worn out piecemeal approach. Agriculture needs more 
than equality with the entire economy; it needs equality among its own mem- 


bers. This equality can only be brought about by dealing with the problem 
in its entirety. 


STATEMENTS OF WALTER F. McCALEB, JR., CHAIRMAN, LEGISLA- 
TIVE COMMITTEE, VEGETABLE GROWERS ASSOCIATION OF 


AMERICA, BELLE HAVEN, VA.; AND JOSEPH S. SHELLY, SECRE- 
TARY, VEGETARLE GROWERS ASSOCIATION OF AMERICA 


Mr. McCates. We want to take just a very short time to review 
briefly the general situation of agriculture, and to cite some of the 
recent trends. I am doing this to give background to the position 
that the association takes. 
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I think it is familiar to all of us that gross agricultural income 
from 1947 to 1955 has remained practically stationary. It reached 
the high point, I believe in 1951, and since that time has shrunk—$34 
billion approximately is the estimate for 1947, and $33.3 billion for 
1955. ’ ; 

During the same period there has been an increase in the cost of 
production of farmers of approximately 30 percent, and a decrease 
in net farm income in the same period, 1947 to 1955, of 31 percent. 

I have 1 or 2 other figures to show you what has happened to the 
farmer. In 1947 the liquid assets of farmers were $18.5 billion. The 
total farm debt at that time was $8.5 billion. In other words, we had 
a favorable ratio of better than 2 to 1. 

In 1955 there was a small increase in total liquid assets from $18.5 
billion to $19 billion, but a more than doubling of the total farm debt. 
That has gone up from $8.5 to $18 billion. i> Lis 

During the same period you have had a per capita increase in the 
nonfarm income of approximately 33 percent, the same increase in 
per capita farm income has been only about 15 percent. 

Now, I cite these bare facts to show that the farmer situation is 
getting progressively worse as compared to the balance of the economy. 

The next thing that I want to state is the essence of the position 
of the Vegetable Growers Association of America, with regard to the 
so-called soil-bank plans, of which there have been a number, and 
of which our association has approved and urged the adoption of one. 

First of all we conceive the main problem to be production of agri- 
cultural commodities in excess of the needs. That is, both the do- 
mestic and foreign needs, and I don’t mean just the basic commodities. 
I mean total agricultural production. 

The facts as we see them are that the productvity of agriculture in 
the United States is so great that we have just been drowning our- 
selves in our own productivity, and we insist and believe that the facts 
bear us out, that this excess productivity is not confined to the basic 
crops. 

It is present in all crops, and therefore we feel that any bill or 
any approach to the soil-bank theory which confines itself solely to 
the basic crops is definitely a mistake. 

It is a further extension of the picemeal approach to agricultural 
problems which our association feels is the basic error of laws presently 
on the books. 

In other words, instead of trying to solve the overall agricultural 
problem and dealing with it as one unit, you have taken each little 
sore and tried to deal with that on an individual, piecemeal basis. 
That, gentlemen, we feel is the basic error behind the present agricul- 
tural law. 

The Cratrman. I thought the soil-bank proposal, as submitted by 
the President and Mr. Benson, had two prongs to it; first, it dealt 
with the acres that were to be set aside for the bank, and on which 
some definite payment would be made, on the allotted acreage set aside, 
and then the conservation, soil-conservation acres. 

Certainly the conservation acres would apply, wouldn’t it, to acreage 
planted to vegetables and things of that kind? 

Mr. McCates. Gentlemen, that is exactly what we want to see done. 

The Cuarrman. What makes you believe that under the—— 
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Mr. McCates. Because of the fact that the producers of the basic 
commodities are getting a special deal, as usual, and special considera- 
tion as usut al, and that we protest against. 

The CHarrmMan. Well, of course ‘the reason for it is and has been 
because of the fact you curtail production principally, and then the 
next was the storability of the commodity. That is what prompted, 
I am sure, the committee in the past to take that position. 

Mr. McCarren. Senator, I would agree on the storability, but I would 
like to make this further observation: That there are many commodi- 
ties that are storable that are not included in basics. For example, 
soybeans. 

‘Now, as far as the economic importance to the American farmer 
is concerned, I believe that you can make a much better case for both 
the storability of soybeans and for the economic importance and for 
the geographical distribution than you can for some of the commodi- 
ties that are presently in the basic commodities. 

The Carman. I wasn’t going to argue on the grains. What I had 
in mind was principally as to ve -geables. 

Mr. McCates. Gentlemen, our feeling is that this two-pronged pro- 
posal of the President again gives spec ial consideration and a special 
payoff, if you will, to the basic commodities. We feel that is unjust. 

The Cuarrman. But that is because there is such surplus. Soybeans 
are not in surplus now, from what we have heard. Flaxseed are not. 
Other grains that are used for feed, like oats and barley and the like, 
they are in surplus. 

Mr. McCates. In considerable surplus; yes. 

The Cuatrman. That’s right. 

Senator Arken. The purpose, Mr. McCaleb, of the acreage reserve 
part of the program is primarily—well, there are two reasons for it: 
To keep from increasing the surplus of those basic commodities, and 
also to keep them from putting several million acres into crops and 
grazing which will compete with markets which are already pretty 
well supplied for other commodities. 

The second part of the program, as Senator Ellender has said, is a 
request for $350 million which would apply to all cropland everywhere, 
and that will permit contracts up to 10 years, I believe, with the annual 
payments over that period. 

That part of it which relates only to corn, wheat, cotton, and rice, 
[ think are the ones they mentioned, will be a year-to-year proposition 
as we continue it, but not to exceed 4 years, and that is the trouble 
our dairy people in the Northeast have. They don’t understand that 
grazing is prohibitive, and crop production is prohibitive on these 
lands from year to year up to 4 years’ time. 

Mr. McCauer. Senator, we understand very well the heart of any 
soil-bank program must be to truly take that land out of production in 
the full economic sense of the word. That means no cutting for hay, 
no pasturing, and so forth. 

We are fully aware of that, and agree entirely with that approach. 
We do not agree that a voluntary program will work. 

Senator Alken. W ell, would you approve of the bill which the De- 
partment disapproved of last year, which requires an even cut in all 
production bani, regardless of where it is located, or what it is used 


for? 
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Mr. McCaues. Definitely. That is the heart of our own proposal, 
that there be an equal percentage cut. 

Senator A1kEN. Would you require the same cut, we will say, to a 
New Jersey tomato grower who has been using the same acreage year 
after year, as you would for the southwestern tomato grower, who last 
year put maybe 10 or 20 acres into tomatoes, from land which is taken 
out of some other crop ¢ 

Mr. McCaes. We most certainly would, because there is no other 
possible way to make the thing work. If you place it on a voluntary 
basis, you are going to have exactly the same mess that you had—for 
example, in the potatoes a few years back you are going to have a 
certain percentage of your farmers that are not going to cooperate, 
and who are going to use the fact that many will cooperate, to feather 
their own nests, and you are going to have exactly the same thing, 
so long as it is on a voluntary basis. 

Now, I had not intended to get to this at this point, but I want to 
pick a few flaws as I see them in the bill. 

Senator ArkEeNn. I expect there are a good many. There usually 
are. c 

Mr. McCares. Understand, we hope we are being constructive, 
Senator. Now, for example, let’s consider these negotiable certificates. 
Now, negotiability immediately indicates to me that the average 
farmer needs money. 

There is going to be a great deal of speculation in those, and I 
think that it is going to be a situation where the farmer is probably 
not going to get what he ought to get out of it. 

Now, secondly I believe that the plan also provides that there can 
be payment in kind, shall we say, that the farmer can receive in 
lieu of selling his negotiable certificate, or getting cash for it, he can 
collect actually grain. 

Now, what is to prevent a wheat farmer who is under this one-prong, 
in other words, this reserve setup, from going and collecting his 5,000 
or 10,000 bushels of wheat and suddenly having a very tremendous 
yield on his regular wheatland? What are you going to do, paint it 
pink, or something ? 

Senator ArkeN. That would be a violation of the law. 

Mr. McCates. I realize that, Senator. 

Senator Aiken. You don’t think there is anything like that done 
today; do you? 

Mr. McCatrs. I say that you are turning back to the farmer and 
giving him back physical possession of the wheat and his option; am 
Iright? Isn’t that what the plan contemplates ? 

Senator Arken. He can take physical possession of the wheat. 

Mr. McCares. What is to prevent him taking and putting all that 
back into the combines this year ? 

Senator ArkEN. Just the law, that is all. I realize we have laws 
against arson, but people still set fires. 

Mr. McCates. Senator, you are putting a tremendous temptation 
to thousands of farmers who are hard up, and by giving them physiol 
possession of a commodity—in other words, there is no way of iden- 
tifying the stuff that they get back from CCC, no way of differentiat- 
ing it from their own production. 

_ What are you going to do about it? There will be the greatest 
increase in ostensible wheat yields, for example, that you ever saw. 
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Senator Arken. I don’t think a very big percentage of the farm 
people do that, and I don’t think that they “violate the law any more 
than other folks violate the law. 

Mr. McCatrezs. I would agree to that. 


Senator Arken. There are going to be violations, there is no use 


in disputing that. The certificate, of course, is made negotiable, so 
that the farmer can deposit it in the bank. 

Mr. McCarxes. Our vegetable growers, don’t believe that the aver- 
age person appreciates how important vegetable production is in the 
American farm picture. 

Senator Arken. You have had a good year. 

Mr. McCates. Yes; splendid. 

Senator Arken. Excellent. 

Mr. Suetiy. In some places. 

Mr. McCates. Roughly 55 percent of farm income comes from ani- 
mal products directly or indirectly, in other words the byproducts 
and so forth, and roughly 45 percent from crops. 

Now, of that 45 percent, I believe in 1954, the last figures available. 
I think that vaanniilie accounted for about 5.4 percent of that 45 per- 
cent, and I think that food grains accounted for something over 7 
percent. 

Furthermore, we know that the basic commodities yield, in the way 
of farm income, less than one-quarter of what our farmers get. | 
want to tell you gentlemen that there is a definite feeling on the part 
of vegetable growers and other growers of nonsupported commod- 
ities—that this is a further indication—this pr oposal of the President’s 
is a further indication that all you have to do is to get yourself deeply 
enough in trouble and that they [Government] will keep on giving 
you special consideration. 

Now, as I see it, we agree that it is highly desirable to get rid of 
this surplus, but we don’t think that it is going to work the way it is 
set up. 

For one thing, I think it is inequitable. It offers entirely too much 
of, shall we say, a bail-out, a special deal for the man who has already 
put agriculture where it is, because we know that the 38 million acres 
that we diverted from 1953 to 1955 from the basic commodities have 
largely gone to destroy and create surplus situations in many other 
commodities. 

I mean, of the other grains, the feed grains that are outside of the 
basics, of vegetables, of potatoes. 

Senator Arken. Those are things they could get into quickly, Mr. 
McCaleb. 

Mr. McCates. Well, that, I think, should have been quite obvious. 
When you pull 38 million acres out, frankly we think the soil bank 
plan is overdue. Our organization has been urging a control of di- 
verted acres for 3 years. 

Now, at the time that you put the squeeze on acreages of supported 
crops, had you set up a soil bank on the acreage taken out of those 
crops, then you would have had a sound program. 

Senator Arken. We tried to handle that with the ACP program, 
and appropriated about $50 million additional. That was totally in- 
adequate to do the job, and I agree with you that we have to safeguard 
any program to the best of our ability. But no matter how well we 
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safeguard it, I will guarantee somebody will find a way to get around 
t; we hope not too many. 

In the meantime, with the surpluses an actual fact, and so long as 

hey exist in the amount they are now, we w ill have difficulties. 

Mr. McCates. Well, Senator, the point is this: Another thing that 
we object to is that this setup appears to us to be entirely too rigid. I 
believe that we constantly overlook the enormous productivity of 
American agriculture, and its tremendous ability to increase produc- 
tion. 

Now, what you are doing in a special soil-bank plan for the basic 
commodities, you are giving those people more and more capital 
all the time, more and more money. You are making it more and more 
desirable to stay in those basic commodities. 

The CuatrmMan. How can you argue that when this soil bank, the 
first prong of it, is to deal solely with allotted acres. 

In other words, if under the law a farmer is allotted a hundred 
acres of cotton, you go to him and say, “Now listen, if you agree to 
take 20 acres out of your allotted acres, acres you can plant under 
the existing law, we will give you so much,” and that so much would 
have to be at least what profit you would expect to make on those 
2 acres. Now, isn’t it better to do a thing of that kind rather than 
let him plant it and thereby increase the surplus? 

What would happen, let’s say, if you were to plant wheat on that 
and the average production per acre would be 18 bushels. It would 
mean that on those 20 acres he would make 360 bushels, which would 
help to aggravate the present surplus situation. By cutting it out 
and letting them use some of the wheat that is already on hand, you 
are just decreasing the surplus that much, aren’t you? 

Mr. McCates. Senator, yes; your explanation is splendid as far as 
it goes, but if you agree that you don’t need that 20 acres, why don’t 
you just cut it out and tell him that he can only plant 80, period ? 

The Cuatrrman. That is what I would like to do, but we have 
reached the saturation point now where you made the farm uneco- 
nomical, unless you pay him a sufficient sum so that he can make both 
ends meet. 

Mr. McCares. Actually, your whole argument merely comes back 
to the fact that you haven’t shrunk the acreage enough of these 
commodities. 

The Cuatrman. Under the law, I think as it now stands, you have 
shrunk the cotton acreage, let’s say, from 26 million acres just a few 
years ago to 1714 to 18 million acres. That is quite a large acreage 
reduction. 

Mr. McCates. Yes. 

The Cuarrman. And what this program means to do is to further 
shrink this minimum acreage that is to produce the cotton allotment. 

Mr. McCazs. Senator, true, you shrunk the acreage, but what about 
this productivity ! ¢ How much have you shrunk your production ? 

The Cuatrman. Well, the Lord has been good to us in the last few 
years. It may be that next year instead of making 60 million bales 
on 181% million acres, you might cut it down to 8 “million. That is 
possible, 

Mr. McCatrs. Senator, I will say it is possible, but I would say 
that with the advance of technology, new varieties and know-how, it 
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is much more likely that on this acreage you are going to produce 
more cotton. 

Now, shall we go on piling up surpluses indefinitely on the theor 
that some day we may have a disaster? 

The Cuarrman. Well, if you say that you could make more cotto 
on the 80 acres, if you use 100 acres, you make just that much more. 
So we are trying to cut it out just that much. 

Mr. McCates. Senator, what we are getting at is that all these 
special deals—— L 3 

The Cuarrman. What would you do? Giive us your solution to it. 
You have something on it. Proceed. 

Mr. McCates. Our solution is this: We believe in a soil-bank plan. 
We choose to call it a soil fertility stockpile, because we prefer th 
word. I prefer the word “stockpile.” 

In talking to city folks, a bank, immediately they seem to think 
that it means some kind of a cash handout to the farmers. Maybe it 
does. We prefer the term “stockpile.” 

We think that the only way that that can be administered equitably 
and leave everybody where he is today, relative to all other sections 
of agriculture, is to make a straight percentage cut of the total land 
in production, and place that percentage, let’s say 10 percent just for 
example, place that in soil building crops. 

We believe that that should be administered through the ASC com 
mittee, State, and county. They have the know-how, they know the 
picture, they know the types of soil building crops that work best in 
that particular area. 

We do not think that the prices paid to the farmer should include 
a profit factor. He is going to make his profit because of the shrinking 
of total agricultural production to somewhere within what we need, 
he will make a higher net income. 

The CHarrMan. Because of higher prices paid. 

Mr. McC axes. Because of higher prices. We know that there is 
a tremendous leverage in farm prices both up and down, and that 
a very small oversupply will bring about a very marked decline. 
Now, that is particularly true in perishables, of course. 

The CuHarrmMan. What inducement would you make available to 
him ? : 

Mr. McCates. We feel that he should be compensated for his actua! 
costs, his cost of land preparation, his cost of seed. 

If the particular soil conservation practice which he wishes to fol- 
low in that particular area needs fertilizer, he should be paid for that. 
In other words, it should be a strictly cost proposition. 

He should be allowed also an allowance, again fixed by the ASC 
committee, to cover his basic fixed charges, such as taxes, for example, 
depreciation, and so forth, on his equipment used in preparing this 
soil that he sets aside. In other words, he should be put in a position 
where he is not going to be out anything. 

The Cuarrman. Well, that would be actual cost. Now, what would 
you permit him to do with the rest of the land that would not be in 
the fertility plan ? 

Mr. McCaurs. If he has voted in marketing quotas, for exani- 


ples, let’s say he is a cottongrower, let him go ahead and plant his 
quota. 
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I personally think, however, that if you find that the present acre- 
ages, that you have shrunk them down to the present point and you 
haven't shrunk them enough, I think they should be shrunk further. 
I see no other way out of it. 

The CHamrman. Even though you make the operation uneco- 
nomical ¢ 

Mr. McCates. Well, gracious, it is uneconomic now, and if he could 
shrink his acreage, if he has a hundred acres in cotton—— 

The CHarrMan. You don’t want it to be worse, do you ¢ 

Mr. McCates. It is a question of net income, Senator. If a man 
makes sufficient income, he doesn’t care if his 100-acre allotment is 
shrunk down to 8. Look at the tobacco men. Their allotments have 
been shrunk to nothing. 

The CuarrMan. What area do you live in? 

Mr. McCates. Virginia, sir. 

The Cuarrman. Well, you can diversify in Virginia. You can 
plant many different crops there and get by with it. ing Oa 

But let’s take a State like Kansas or Nebraska, where it is either 
wheat or sorghum. How would your plan fit in ? 

Mr. McC ates. Our plan has in addition to the required percentage 
the privilege offered to the farmer to take beyond that required 
percentage, on an optional basis. 

In other words, if his required cut was, for example, 20 acres on 
his farm and he had other land that he left that was outside of his 
wheat allotment, for example, let’s say that he could take from the 
20 acres, he could add another 60, so all he would have done on his 
farm, he would have the entire farm in his allotment crop, wheat, for 
example, and the entire remainder of it in the soil-bank plan. 

In other words, the percentage cut would be a minimum only that 
all farm producers would have to abide by irrespective of crop, area, 
State, or anything else that they lived in. 

The CuarrMaAn. Suppose they all chose to plant wheat and not put 
anything else in; wouldn’t that tend to aggravate the surpluses you 
have now? 

Mr. McCares. No. I think perhaps you misunderstood me, Sen- 
ator. What I meant is if he had his allotment of wheat of, let’s say, 
a hundred acres on his farm, but he had 200 acres on his farm, what 
else could he plant. 

I say if he could put 100 acres in wheat, let him put the entire re- 
maining farm in the soil bank. 

The Cuarrman. What compensation would you give him for doing 
that? 

Mr. McCates. His costs on his entire 

The CuamrMan. Then you would want to do that on a compulsory 
basis. 

Mr. McCares. No; the minimum percentage should be compulsory, 
but if he voluntarily chose to increase his participation in the pro- 
gram, he would receive the same awards. In other words, his total 
costs, his direct costs and allowance for his fixed charges. 

The CHarrman. Do you think he would do it voluntarily if he 
could figure out that he would get more out of it by planting it than 
what he would get as a payment to put it into the soil-fertility bank? 

Mr. McCares. You advance the idea that this is a man who is in a 
one-crop area, and that all he could grow is wheat. 
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The Cuarrman. That is what I was suggesting. If we had areas, 
in fact if we had to deal with the problem w vherein you had almost the 
same kind of land, the same acreage for each farm and everybody 
could diversify, I think the problem ° would be simple. 

But when you stop to consider that we cover an area of over 3 
million square miles where, in some States, a small farm is 3,300 acres 
and in other States 55 to 80, you can see where you could not apply the 
same yardstick to each State or each locality; don’t you see?’ 

Mr. McCares. I don’t fully agree. I think you can. In many 
States it takes 3,300 acres to make a living. In other ‘States you can 
get by on 50 to 80, depending on your individual case and circum- 
stances. 

And you already are using, you are applying the same yardstick 
today in your support program and in your marketing quotas, and so 
forth, on various ¢ rops. You don’t get any break. 

If you have a 200-acre farm and - your neighbor has 100, and you 
put a 10 percent cut, for example, on your wheat acr sage, you both get 
LU percent, don’t you’ You are already treating them that w ay. 

This is certainly not a new departure, a new idea. It is simply a 
straight percentage setup. 

Mr. Suretiy. May I make one additional comment ? 

The CHairmMan, Surely 

Mr. Suetity. Wouldn’t you. agree, Senator, that there are some 
portions of Kansas and some parts of the West that should be re- 
turned to their native cover crop that has been plowed up because of 
the lucrative position during the war, and they should be retired and 
should not be in wheat ? 

The Cuatrman. We have another program referred to as the Great 
Plains project, that would probably take care of that phase of it. 
You are familiar with it, aren’t you ? 

Mr. Suetity. Yes. Many of those farmers too are suitcase farm- 
ers and plant their crop and then leave it and then come back and 
harvest it next yea 

The Cuatrman. Proceed, sir. 

Mr. McCaxxzs. Senator, we don’t want to minimize the difficulties 
of this thing. We still feel, in summing up our position, that it is a 
fallacy to pass legislation whereby you are paying substantial amounts 
of money to farmers for not producing something that the market 
doesn’t want anyway. 

Now, secondly, we think that the administration’s bill on this thing 
involves taking into account the values of the land, the rental values, 
otherwise, it is going to be hopelessly unwieldy. It is going to be 
hopelessly complicated. It is going to be impossible to obtain suffi- 
cient expert opinion to value all of these things. Whereas, if you take 
the cost approach, the ASC committees already know how much it 
costs to break land in certain areas and how much it costs for seed, 
and they know what your level of operating expenses are, and so forth. 

Now, you start bringing in these new factors, rental values and all 
of that sort of thing, it is going to bea hopeless muddle. 

And being on a voluntary basis, you are going to find that half of 
your farmers are going to say, “Well, I will let the other boy do it and 
T will sit back here and hope that this shrinks production enough so 
that I can cash in on it.’ 
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That is exactly what is going to happen. As far as paying in kind 
is concerned, it just won't work, as I see it. The man is going to 
take his payment in kind, the Government is going to buy back the 
same blasted commodity again. And I think it is going to be a lot 
more general than Senator Aiken, in his kindness feels that it is going 
to be. 

The Cuatmrman. What if it were provided that the commodity shall 
remain in custody of the Government until such a time as the owner 
of the certificates decides to sell / 

Mr. McCares. Well, that would solve that particular problem. 

The Cuairman. We could get around it that way. 

Mr. McCarren. Because you get around the question of the payment 
in kind and turning over physical possession to the farmer. 

The Cuarrman. Well, we are glad to have your views. Is there 
anything else you desire to add ? 

Mr. McCates. We appreciate your courtesy, sir. It has been a 
pleasure and a privilege to be here. 

The Cuamman. Any further questions? 

Thank you, Mr. McCaleb. 

The next witness is Mr. George McLain. 

Will you step forward, Mr. McLain ? 

Will you give your name in full for the record, Mr. McLain, and 
your oecupé ition. 


STATEMENT OF GEORGE McLAIN, CHAIRMAN, NATIONAL 
INSTITUTE OF SOCIAL WELFARE 


Mr. McLarn. My name is George McLain, and I am chairman of 
the National Institute of Social Welfare, whose Washington address 
is 300 New Jersey Avenue SE., with main headquarters loc cated at 1031 
South Grand Avenue, Los Angeles, Calif. 

The CuarrMaNn. I notice you havea written statement, Mr. McLain. 

Mr. McLain. Yes, sir. 

The CHamrman. Do you desire to read it ? 

Mr. McLarn. I would appreciate that. 

The CuarrmaN. Proceed, sir; you don’t mind interruptions ? 

Mr. McLain. Not at all. 

The text of my talk before you today hinges upon this question: 
Why would the Congress of the United States rather spend $700,000 
per day to rent war ehouses in which to store billions of dollars’ worth 
of surplus food bought with taxpayers’ money, or give it to other 
nations, than distribute it to our ow n needy Americans ? 

During the holiday season each year, for the past few years, Harold 
Stassen, then head of the International C ooperation Administration, 
announced that our Government was busy making up Christmas bas- 
kets, stuffed full of fat turkeys and all the trimmings, for the needy 
of foreign lands. When will such charity and benevolence be be- 
stowed upon our American needy ? 

Over the radio, on television, and in large paid ads we are urged 
to contribute to CARE to pay for the transportation of more of these 
food packages to the needy of the world. Why are the needy in our 
country prohibited from receiving CARE packages? 

In the summer of 1953, at the request of the President, $15 million 
worth of surplus food was given to Communist East Germany. 
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President Eisenhower included in his 1956 state of the Union mes 
sage a proposal to repeal section 304 of Public Law 480, which pre- 
vents us from selling food commodities to Russia or her satellites. 

Such an effort to relieve a food shortage in Communist countries, if 
one exists, while at the same time arming ourselves and our allies 
the hilt in order to resist aggression from the same source, is a type of 
diplomacy that I—and I think most of my fellow Americans—find 
had to understand or accept. 

A proposal was made just a few days ago by several members of 
this Congress that our surplus farm crops be disposed of by providing 
for increased industrial use—in the manufacture of rubber, industrial 
alcohol, motor fuel, plastic, and other products. 

It is my opinion that there is enough produce grown which is not 
fit for human consumption to supply these needs without snatching 
grade A food from the mouths of hungry Americans. 

We spend billions of dollars each year trying to impress every 
other human being on earth with our superior form of Government; 
our universal prosperity. Our international byword seems to have 
changed from land of plenty for all to land of plenty for all, and 
then some. These people in foreign nations are supposed to think 
that such is the result of our form of government. 

But, I ask you, what is the good of spending all these billions of 
dollars when these self-same foreign people can pick up their news- 
paper most any day and read where some poor soul, in this country, 
has died of malnutrition or starvation ¢ 

To illustrate that point, I should like to take you back to last 
October when two tiny brothers, aged 6 and 7, died of poisoning. 
Doctors said they died from eating poisoned mustard during their 
forage through garbage cans in search of food. 

The younger brother, 6-year-old William Baughman, Jr., died with 
this plea on his lips: “Please, may I have a ham sandwich?” 

A neighbor told newspaper reporters that she was kept awake at 
night by screams of the hungry children. 

Mrs. Helen Baughman, mother of the 2 boys plus 5 girls, had applied 
for relief at the Louisiana Welfare Department 1 whole month before 
the death of her 2 sons. 

She got no results. The welfare worker didn’t see any urgency in 
her case. 

Neighbors told how the seven children scrounged through the area 
for food. 

Mrs. Nelson MacClure, who lived on a nearby street, said the chil- 
lren came at all hours of the day and night with pleas for food. 

[ say to you—there is no true food surplus; there is only a lack 
of equitable distribution of American produce. I further emphasize 
that these surplus foods, because of lack of proper distribution, have 
endangered the economy of our Nation, not to mention the health 
of those persons who should right now be receiving it. 

We propose that United States surplus food stamps be created and 
portioned out to the unemployed, victims of disaster, and to low- 
income groups to supplement their income, including those on public 
assistance and general relief. The needy will benefit through such 
a program; and the American people will receive a return on their 
tax dollars invested in this sabes food program. 





PRICE-SUPPORT PROGRAM 3611 


In 1954 Congress amended Public Law 480 which made available 
to the States surplus food which could be distributed to nonprofit 
school-lunch programs, charitable institutions, needy Indians, non- 
profit summer camps for children, and on occasion to the victims of 
floods and other disasters. 

Under present law, surplus foods may also be distributed to persons 
or families who have been determined to be needy by appropriate 
State or local agencies, which would include those on public assistance 
such as the aged, the blind, physically handicapped and dependent 
children. 

But distributing this food to the needy has been left up to the 
States. As a result, hardly a dent has been made in the reserves of 
surplus foodstutts, because most of the States refuse to appropriate 
the necessary funds for the storage, handling, and distribution—even 
though the Federal Government is willing to deliver these commod- 
ities to the States free of charge after s: atisfac tory arrangements for 
distribution has been made. 

For instance, in California, the State left the receipt of surplus 
food commodities up to the 48 counties. Only a few responded. 

As a result, when rain delayed the usual 6-week pea-picking season 
in San Luis Obispo County in March 1954, schoolchildren of migra- 
tory farm workers fainted in the classrooms from hunger. Their 
families had been living on flour and water gravy. Interested citizens 
went from door to door in the town asking for canned food, et cetera, 
for these hungry people. 

I ask you—why should these people have to dig deeper in their 
pockets to help feed hungry neighbors when they have already, as tax- 
payers, spent billions of dollars to buy up farm surpluses? 

In January 1955 more than 1,000 members of farm-labor families— 
put out of work by continuous heavy rains—were found to be starving. 

The Fresno County supervisors refused to give these migratory 
workers relief—even United States surplus foods—because they did 
not meet the residence requirement of 3 years established by the coun- 
ties of California. Only through muc ‘+h pressure from irate citizens 
was a “state of emergency” declared and some of the food released. 

Here again, inter ested ranchers and other citizens had to make pleas 
to the public for the donation of canned food, potatoes, beans, and 
other staples for distribution to these starving families. 

Public Law 480, as amended so far by Congress, is not the answer— 
the answer is in the issuance of surplus food stamps. 

The issuance of such stamps would immeasurably benefit low-incoms 
American families; would help the farmer in solving the problem of 
overabundance of produce; and would raise the standard of living and 
strengthen the economy of all Amerie: 

A bill to accomplish this has been authored on a bipartisan basis by 
Republican Senator Aiken, of Vermont; Democratic Senator Hum- 
phrey, of Minnesota; and Republican Senator Young, of North 
Dakota. Democratic Senator Kerr, of Oklahoma, has also sponsored 
a similar bill. 

To realize more fully how desperately recipients of public assist- 
ance need this surplus food, take a look at the amount of monthly 
payment they receive which must not only cover the cost of food, but 
of clothing, shelter, medical care, and the many other necessities of 


life. 
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In the Social Security Bulletin, dated October 1955, issued by thi 
United States Department of Health, Education, and Welfare, we 
tind 298,000 cases wherein the families on direct relief received 
nationwide average of only $53.55 per month; 238,770 permanently 
and totally disabled rec ipients received a national average of $55.24; 
2.209.467 persons receiving aid to dependent children had a national 
average payment of only $23.98 per month; 104,144 blind persons 
received a national average payment of $56.71 a month ; and 2,550,130 
on old-age assistance received a nation: al aver age of $52.55 per month. 

In considering the surplus food-stamp plan there most certainly) 
should be a provision that domestic need have priority over foreign 
consideration and that no political subdivision of the United States 
shall impose any residence requirements against applicants or re 
cipients. 

In closing, may I again emphasize that there is no true food surplus; 
there is only a lack of equitable distribution of this American produce, 
and I believe that the issuance of surplus food stamps to the needy of 
America is the answer to the now existing surplus. 

Thank you. 

The Cuarrman. Mr. McLain, as I understood your statement at the 
beginning there, you said that the food should be used supplementary 
to what the needy can now acquire. 

Mr. McLarn. Yes, sir. 

The Cuairman. How would you attain that end? How could you 
supervise that to the — where your views would be carried out ? 

Mr. McLary. Well, by a provision that the surplus food would be 
over and above the amount of aid that they were receiving. 

The Cuamman. I know, but who would supervise ‘that? How 
would the food be distributed ? 

Mr. McLatyn. You mean the food stamps? 

The Cuarrman. No, no; the food itself. 

Where would the recipient go for it, to a store ? 

Mr. McLain. Well, that would be the most practical method, be- 
cause the problem arises there of transportation. 

As a general rule, these needy people have no means of transpor- 
tation outside of streetcars or to get someone to drive them, and the 
most practical would be, therefore, to go to the community grocery 
store. 

The CuarrmMan. Would that grocery store be paid anything to 
handle the product ¢ 

Mr. McLarn. It is all contained in the two bills, Senator. 

The CuamMan. Iam asking you now; is it ? 

Mr. McLarn. Well, they should naturally be recompensed for han- 
dling it. 

The Cuatrman. Would they make the same profit on cheese, let’s 
say, as they would on the cheese they ordinarily sell to the customer 
who is entitled to the food stamp? 

Mr. McLarty. Well, what their method of profit would be, I don’t 
know, Senator. 

Senator Arken. Yes; it goes through the normal channels of trade. 

The Cuamman. How would the storekeeper know how much to 
acquire and separate it from his normal sales 

Senator Arken. He wouldn’t. 
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The Cuarrman. He would have it separate / 


Senator AIKEN. No. 
The CuamrmMan. You would have cheese that he would cut for 


} 
ie c 
Senator Arken. No, a low-income person would have a coupon 


entitling him to buy at a reduced price. The coupon would be de- 
posited in the bank, just like dollar bills. 

Mr. McLa1n. And then, if I remember correctly —— 

Senator A1xen. The bank would get paid for handling them. 

Mr. McLarn. If I remember correctly, before the cans did not have 
wrappers on them, brand names on them. 

Senator ArkeN. The consumer would not be restricted to this or 
that, although the Secretary would be authorized from time to time, 
to give certain foods which were in surplus. 

The Cuamman. Well, the stamp plan would be relegated to food 
that is in surplus; would it not? 

Senator ArkEN. Not necessarily, no, because if the low-income 
people had milk and eggs and meat, they would be using 5 bushels 
of grain where they used 1 for buying bread and cereals. 

Mr. McLaxy. It wouldn’t be practical to just limit it to the surplus. 

The Cuatrman. Anything else, any further questions? 

Thank you, Mr. McLain. 

(Supplementary statement filed by Mr. McLain is as follows :) 


{Excerpts from a letter sent by Senator Estes Kefauver (Democrat, Tennessee) to the 
editor of the Washington Post] 


How THE Surptus Foop Stamp PLAN OPERATED 


The food stamp plan was tried with considerable success before World War II, 
abandoned during the war, and never revived. 

It operates by supplying to low-income consumers additional purchasing power, 
which they could use in any retail store to buy any of a list of surplus food. Its 
aims were to reduce farm surpluses and to improve the dietary standards of those 
whose need was the greatest. 

Operations under the plan were simple. Local welfare agencies certified 
families as eligible to purchase food stamps. Such families were permitted to 
purchase regular stamps, which were orange in color, up to the value of their 
customary food purchases. This averaged about $1 per week for each member of 
the family. These orange stamps could be used to purchase any food product. 

With each dollar of orange stamps that they purchased they received in 
addition 50 cents’ worth of free stamps, which were blue in color. These blue 
stamps could be used to purchase only those foods which had been declared to he 
in surplus supply by the Secretary of Agriculture. 

The purpose of making the receipt of the free stamps contingent upon the pur- 
chase of the regular stamps was to be sure that the free stamps represented a net 
addition to the total demand for surplus food. The stamps were treated as cash 
and could be spent in any retail store. The retailers pasted the stamps on $10 
cards and redeemed them through their wholesalers, banks, or local offices of the 
Department of Agriculture. The plan functioned through the normal channels 
of trade. 

The distinctive feature of the plan is that any expenditure made on it would 
increase farm income by about the same amount. This would come about as a 
result of the fact that those participating under the plan would, of course, increase 
their purchases, while higher income consumers would be expected to purchase 
just about as much as before. This is really the distinctive feature of the plan. 
All of the increase in consumer food expenditure under this plan will be reflected 
in grower’s income. 

One of the most desirable attributes of the food stamp plan is its flexibility ; as 
supply and demand conditions change, new products could be put on the surplus 
list and others taken off. The amount of free stamps given with each purchase 
of regular stamps could be varied with changing conditions. The general classes 













3614 PRICE-SUPPORT PROGRAM 


of recipients could be altered from time to time. The plan would also lend itselt 
to emergency conditions. Finally, its overall scope, which is determined by the 
number of free stamps issued, could be increased or decreased at will. We could 
always know its cost, because it would be determined in advance. 

The CuarrmMan. The next witness is Mr. Charles H. Callison. 

Will you step forward, please, Mr. Callison ? 


STATEMENTS OF CHARLES H. CALLISON, CONSERVATION DIREC- 
TOR, NATIONAL WILDLIFE FEDERATION; AND JOSEPH W. PEN- 
FOLD, CONSERVATION DIRECTOR, IZAAK WALTON LEAGUE OF 
AMERICA, DENVER, COLO. 


Mr. Cauuison. Mr. Chairman, Mr. Joseph Penfold, of the Izaak 
Walton League of America, is with me, and I thought perhaps he 
could come up. 

The CuarrMan. Step forward, please. Is there anybody else you 
want to present with you ¢ 

Senator ArkEN. Do you have a statement ? 

Mr. Catuison. I do not have a prepared statement. 

The Cuarrman. Will you give us your name in full, and your oecu- 
pation ¢ 

Mr. Catuison. My name is Charles H. Callison, and I am conserva- 
tion director of the National Wildlife Federation. 

The National Wildlife Federation is an organization composed of 
State wildlife federations and sportsmen’s Teagues in the various 
States. Our offices are here in Washington, D. C. 

The Cuarrman. Mr. Penfold, will you give your name? 

Mr. Penrotp. My name, sir, is Joseph W. Penfold. I am conser 
vation director for the Izaak Walton Legue of America. Our organ- 
ization is made up of members throughout the United States, organized 
in local chapters and state divisions. 

The Cuarrman. All right, Mr. Callison, you may proceed, sir. 

Mr. Cauutson. Mr. Chairman, the National Wildlife Federation has, 
to my knowledge, never come before this committee in connection with 
general farm legislation, but the interest in the soil bank proposal and 
the prospects of some legislation along that line being enacted in this 
session of Congress has generated so much enthusiasm and interest 
among our members and our member organizations that we couldn’t 
resist the opportunity to express ourselves on it. We do welcome this 
opportunity and wish to thank you for your courtesy and that of the 
staff in notifying us. 

I was notified only yesterday that I would have a chance to appear 
today, which accounts for my lack of a prepared statement. 

We foresee in this proposal, this plan to authorize or implement the 
setting aside of certain acreages on the farms of the Nation for con- 
servation practices, these acres to be taken out of production of general 
farm crops and livestock, great benefits in the conservation ‘of our 
natural resources, not only the soil and water rsources, but those related 
resources. 

This plan is bound to have extremely important and beneficial wild- 
life effects, because in these areas which may be set aside as an acreage 
reserve or as a soil bank, which areas will be left ungrazed and un- 
cropped, you are bound to produce excellent farm game cover. 
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Not only that, it will help control the runoff and check soil erosion 
which is detrimental to fish im the streams of the watersheds. 

If there is included in the program the idea that has been advanced 
for a timber bank, and we hope that is included, we can see even 
greater benefits from the standpoint of wildlife production, because 
the planting of trees, the reforestation of marginal areas on farms 
that are suitable for that type of use, will produce cover for many 
kinds of wildlife. 

We feel that any comprehensive conservation program must take 
into consideration not narrowly just the soil and the water, but all 
the natural products of the land. 

Now agriculturalists generally speak of range or grass as having 
a place in the program when they talk about turning these reserve 
areas back into grass. 

We think it is equally sound, not only sound but necessary, to con- 
sider timber in the picture, and we think it is equally valid, sound, 
and necessary, if you are going to have a comprehensive conservation 
program, to take into consideration wildlife resources. Wildlife also 
is a natural crop of the land. 

Many farmers are ardent hunters and fishermen and among them 
are some of the finest sportsmen I know. Many of them are members 
of the sportsmen’s clubs that make up the State organizations belong- 
ing to the National Wildlife Federation. I know many farmers are 
members of the Isaak Walton League. 

Many of these farmers are naturally and personally interested in 
wildlife conservation, and many would like to include in their conser- 
vation acreage reserve, or in their soil bank, certain practices that 
would be especially beneficial for wildlife; that is, practices that 
would be aimed at wildlife production and wildlife conservation. 

So we think that it would round out the whole program if included 
in the legislation is permissive authorization to include those wildlife 
practices. 

The Cuarrman. Such as? 

Mr. Cariison. Well, for example, assuming that forestry is going 
to be a part of the program, a farmer or his 40 acres that is going 
to be set aside as an acreage reserve may decide to plant trees for 
future crops of pulpwood or other timber products. If he devotes a 
few acres of that 40 acres, perhaps only a half acre would be sufficient 
in some cases, to certain trees and shrubs that are especially valuable 
for wildlife food and cover, then the production of that area could 
be greatly increased as far as wildlife is concerned. It would balance 
out the whole conservation picture. 

Another example, out in the Dakotas, in Minnesota and in the area 
that is known as the prairie pothole country, there have been many 
potholes and prairie marshes drained and turned into wheatfields and 
cornfields in the past decade or two. 

Now, it would be a very simple operation for a farmer to retire 
his conservation acreage out in that country by stopping up the drain- 
age ditch and letting that field revert. to marsh. This would repro- 
duce what was once there, an excellent piece of habitat for ouetiow 
production. 

That country is the most valuable area in the United States for the 
production of wild ducks and geese. It is our greatest single water- 
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fowl producing area. There the drainage has gone on through the 
vears, and it has added to the crop surpluses for which we are seek- 
ing a solution. Such drainage has greatly depleted the wildlife 
resources and value of that country for that purpose. 

Certainly that particular practice and the same thing would apply 
down in parts of your State where drainage has taken ‘place, Senator 
Ellender—certainly that would not in any way produce or add to any 
of the different commodities that are in surplus, but it could provide 
for the farmer actually a cash return in the form of fur crops, for 
example. 

Muskrats produced in potholes and marshes of the northwestern 
prairie pothole country may return as much as $15 to $35 an acre in 
muskrat peltage. The same thing is true along the eastern seaboard, 
in the States of New Jersey and Delaware, ‘for ex xample, and you 
know it is true also in Louisiana. 

So that, should farmers wish to use that kind of practice on some of 
their reserve acreage, it could return to them some cash returns, but in 
no way would it add to any of the crops that are problems because they 
are surpluses in our economy. 

The CHarrman. In other words, what you want in the law is a 
provision that if he does that, he should be compensated ¢ 

Mr. Cauutson. Yes. 

The CHarrmMan. That is a conservation method. 

Mr. Catuison. That would be another conservation practice which 
would be authorized and permitted on his conservation acreage reserve, 
along with reseeding it to grass or planting it to trees, you see. And 
if I may, I would like to suggest some wordage that might be written 
into legislation. 

And in order to do that, I would like to refer to some bills that have 
already been introduced. In the House, Congressman Johnson of 
Wisconsin, and others, have introduced bills proposing a soil bank 
program, and they refer to a conservation acre reserve. 

The CHarrman., What is the number of that bill? 

Mr. Cauutson. H. R. 8137. Now, with the approval of the Farmers 
Union with whom Mr. Johnson had worked on this particular legisla- 
tion, additional words have been put into the title. 

To establish a conservation acreage reserve to promote conservation improve- 
ment of agricultural soil and water. 

That was the previous wordage. Now it reads: 


Agricultural soil, water, and related resources—- 


which gives the program latitude which we think it should have. 

In section 5 (a) of the same legislation these words are put in to 
authorize the Secretary of Agriculture to enter into annual agreements 
with individual farm operators under which the operator agrees to put 
into effect on certain specified acres in the conservation acreage reserve 
for his farm— 


such practices and uses as may be specified by the Secretary for the purposes of 
conserving and improving the soil, water, timber, wildlife, and range resources. 
I think it can be done just that simply. This same bill also pro- 
vides— _ 
The Cramman. Would you limit the amount of the land you would 
put in this conservation area to these practices, or leave it to him to put 
as many acres as he desires? 
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Mr. Catutson. Yes; I mean, it would be up to the individual farmer 
to decide whether he wanted to put in any practices that would be 
primarily directed at wildlife or timber. 

Senator ArkeN. This legislation would apply to that land which is 
taken out of the farm cropland ? 

Mr. Cauuison. Yes; that’s right; the retired acreage, or the acreage 
reserve. 

Senator Arken. I am glad that you have come up this afternoon, 
because I had hoped that someone somewhere would recognize what 
the permanent and possibly the greatest benefit might be from this 
legislation. 

Everybody seems to regard it as a means of lifting the farmers’ 
ine ome, and actually it is something that is going to add to the pleasure 
and the income, perhaps, of everybody in the whole country. This, is 
something for everybody. 

Not ever ybody is a farmer, but almost everybody likes to go fishing, 
or hunting, or picnicking, or camping, or take vacations. If they 
don’t, there is Moanin wrong with them, 

And also you have pointed out the possibility of earnings from 
some of this wasteland. That has been part of my business in the 
past, you know, and I know cases where an acre of wasteland can 
actually yield more income than 10 acres of cultivated land. 

Take the big demand for winter berries—you know what they are— 
for Christmastime. The market is nowhere near supplied with them, 
and yet on an acre you could produce any amount of them, and have 
cover, too. I think I come from a part of the country that appreciates 
the valne of this wasteland. 

Mr. Catsason. That is true. We don't like to call it wasteland 
because we think any land has a use. 

Senator ArkEN. No, it isnot. I am speaking of that in the roman- 
tic sense, not actual wasteland. 

Mr. Cauiison. Senator, | should like to leave a copy of this bill 
where I have marked and read those particular sections, for your 
attention and that of the committee personnel. 

The CuHarrMAn. We will file it with the record. 

(H. R. 8137 is as follows:) 


[H. R. 8137, 84th Cong., 2d sess.] 


A BILL To establish a conservation acreage reserve, to promote conservation improye- 
ment of agricultural soil, water, and related resources, to stabilize farmers’ income, to 
adjust total agricultural production to consumer and export needs, to maintain an 
abundant and even flow of farm commodities in interstate commerce, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Conserva- 
tion Acreage Reserve Act of 1956.” 

Sec. 2. It is the policy of Congress that farmers shall be encouraged to make 
the fullest and best economic use and conservation of the Nation’s soil, water, 
and related resources; that the first priority for use of such resources shall be 
to provide needed food and fiber for the growing population of the Nation; that 
adequate safety reserves of all staple commodities and products shall be main- 
tained; that provision shall be made for full production of farm commodities 
required for all needed exports through normal channels of trade and for aug- 
mented exports to relieve starvation, shortages of clothing, and famine in other 
nations, to promote economic development, and to bolster other United States 
foreign economic and diplomatic policies; that these needs shall be met with 
sufficient but not excessive supplies, thus facilitating the even flow of interstate 
commerce; and that farm soil and water resources not required to fulfill the 
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foregoing needs shall be conserved and handled in a manner that will improve 
their fertility and keep them in readiness to meet unforeseen emergencies as 
well as long-range normal future needs for increased farm production, 

Sec. 3. As used in this Act 

(1) the term “agricultural commodity’? means any product of the soil which 
is produced from annual seeding and which is produced in significant amounts for 
commercial purposes. 

(2) The term “Secretary” means the Secretary of Agriculture. 

Sec, 4. (a) The Secretary of Agriculture (hereinafter referred to as the “Sec 
retary”) is authorized and directed to determine and proclaim, prior to Novem- 
ber 15 of each year, a National Conservation Acreage Reserve for the succeeding 
crop year. The National Conservation Acreage Reserve for any crop year 
shall be a number of acres equal to the number of acres, if any, by which— 

(1) the sum of (A) the total number of acres determined by the Secretary 
to have been used within the continental United States for the commercial! 
production of agricultural commodities during the crop year immediately 
preceding the year for which the National Conservation Acreage Reserve 
is being determined, and (B) the number of acres within the continental 
United States which were diverted from their normal use during such year 
by reason of operation of acreage allotments and marketing quotas, exceeds 

(2) the total number of acres determined by the Secretary to be needed 
for the commercial production within the continental United States of 
sufficient quantities of all agricultural commodities to meet domestic and 
export needs for such commodities and to maintain adequate safety reserves 
to meet emergency needs for such commodities. 

(b) The National Conservation Acreage Reserve shall be allocated among the 
several States in such a manner that the Conservation Acreage Reserve of any 
State shall be the number of acres which bears the same ratio to the National 
Conservation Acreage Reserve as (1) the total number of acres determined by 
the Secretary to have been used within such State for the commercial produc 
tion of agricultural commodities during the year immediately preceding the year 
for which the State Conservation Acreage Reserve is being determined, bears to 
(2) the total number of acres determined by the Secretary to have been used 
within the continental United States for the commercial production of agricul- 
tural commodities during such year: Provided, That if one or more States cd 
not utilize its entire conservation acreage reserve, such unutilized portion shall 
be transferred by the Secretary to other States. 

(c) The Conservation Acreage Reserve of each State shall be allocated among 
the several counties in such State in such manner that the Conservation Acreage 
Reserve of any such county shall be the number of acres which bears the same 
ratio to the State Conservation Acreage Reserve as (1) the total number of acres 
determined by the Secretary to have been used within such county for the com- 
mercial production of agricultural commodities during the year immediately 
preceding the year for which the County Conservation Acreage Reserve is being 
determined, bears to (2) the total number of acres determined by the Secretary 
to have been used within the State for the commercial production of agricultural! 
commodities during such year: Provided, That if one or more counties in the 
State does not utilize its entire Conservation Acreage Reserve, such unused 
portion may be transferred by the State committee to other counties in the 
State. 

(d) The Conservation Acreage Reserve of any county shall be alloeated among 
the several farms within such county in such manner that the Conservation 
Acreage Reserve of any farm shall be a number of acres which bears the same 
ratio to the County Conservation Acreage Reserve as (1) the total number of 
acres determined by the Secretary to have been used on such farm for the com- 
mercial production of agricultural commodities during the year immediately 
preceding the year for which the farm acreage reserve is being determined, bears 
to (2) the total number of acres determined by the Secretary to have been used 
in such county for the commercial production of agricultural commodities during 
such year: Provided, That if one or more farms do not utilize its entire Conser- 
vation Acreage Reserve, the unused portion may be transferred by the County 
Committee to other farms in the county. 

Sec. 5. (a) The Secretary is authorized to enter into annual agreements with 
individual farm operators under which the operator agrees to put into effect 
on certain specified acres in the Conservation Acreage Reserve for his farm such 
practices and uses as may be specified by the Secretary for the purpose of con- 
serving and improving the soil, water, timber, wildlife and range resources, and 
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the Secretary agrees to pay such operator a conservation reserve award with 
respect to each acre in such reserve in an amount equal to the value, based upon 
the parity price, of the expected gross income minus production costs exclusive 
of taxes and other costs of landownership, in the area where the farm is located, 
of the commodities which the Secretary determines would be produced on such 
acre were it used for commercial production during the crop year for which the 
contract is made: Provided, That the Secretary, before prescribing the practices 
which individual farm operators may put into practice on the Conservation 
Acreage Reserve, shall consult with the Secretary of the Interior, and the State 
Committee established under Section 8 (b) of the Soil Conservation and Domestic 
Allotment Act of 1938 shall consult with the State agency having jurisdiction over 
matters relating to conservation of wildlife, such consultation to include con- 
sideration of the effect of proposed and recommended practices upon wildlife 
resources. 

(b) The determination for the purposes of this section of the amount of any 
conservation reserve award shall be made by the local committee established 
under section 8 (b) of the Soil Conservation and Domestic Allotment Act of 
1938, as amended, in accordance with standards promulgated by the county com- 
mittee established under such section. Bach such county committee shall deter- 
mine and proclaim for the purposes of this section the usual gross income, pro- 
duetion costs, and landownership costs for each agricultural commodity com- 
mercially produced within the county. Such determination of the county com- 
mittee shall be final unless disapproved by the Secretary after public hearing held 
in the county after due notice. 

c) The Secretary is authorized (1) to provide in any contract entered into 
under this section for a right of entry on the farm with respect to which such 
contract is entered into for the purpose of measuring acreage in commercial 
production and ascertaining that grasslands and other resources are not being 
used for con.mercial production of livestock or milk, or products thereof, and (2) 
to require that the farm operator certify under oath or affirmation that no acres 
included within the Conservation Acreage Reserve have been utilized for grazing, 
nor in any other way for production of milk, beef cattle or calves, or any other 
crop or tivestock production of commodities for sale during the period covered 
hy the contract. 

Sec. 6. Whenever any contract entered into under section 4 requires the in- 
stitution or continuance of soil or water conservation or improvement uses and 
practices on any farm, the Secretary shall reimburse the operator of such farm 
for costs incurred in providing such uses and practices by making a conserva- 
tion incentive payment to such operator equal to 50 per centum of such costs. 

Sec. 7. The maximum amount of any conservation reserve award under section 
5 with respect to any farm operator’s unit for any year shall be $2,000, and the 
maximum amount of any conservation incentive payment under section 6 with 
respect to any such unit for any year shall be $1,000. 


Mr. Cattison, Senator Thye has introduced a bill which is presently 
before this committee, S. 2871. In his bill, which is very brief but 
which is aiming at a reserve acreage program or soil-bank program, 
he uses this language: 

To authorize the use of such lands for soil building, development of forest 
resources, promotion of wildlife refuges, and soil and water conserving practices. 

That is fine, that is exactly what we would like to see written into 
the legislation that comes out on this program, but we would suggest 
there that the language, instead of “promotion of wildlife refuges,” 
which means closed areas where there shouldn’t be any hunting or 
fishing, “promotion of wildlife conservation,” or “wildlife manage- 
ment. 


The Cuatrman. Will you identify that bill by number? 
Mr. Catxison. That is 8. 2871. 
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(The bill referred to above is as follows:) 
[S. 2871, 84th Cong., 2d sess.] 


A BILL To authorize the Secretary of Agriculture to establish policies and progran 
for the use of acreage voluntarily retired from production 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Secretary of Agriculture shal! 
provide, through agreements with producers and by other voluntary methods, 
for retiring lands from production of any crop sold in normal channels of trade 
or used in the production of any product sold in normal channels of trade, and 
for the use of such lands for soil building, development of forest resources, 
promotion of wildlife refuges, and soil- and water-conserving purposes. Prac 
tices to be used in achieving such purposes are to be determined by the Secre 
tary of Agriculture, taking into consideration practice with respect to soil 
building, development of forest resources, promotion of wildlife refuges, and 
soil and water conservation normally used in each farming area of the country 
Such acreage shall also be eligible for payments under any soil-conservation 
program now in effect or to be put into effect by the Congress. In carrying 
out the purposes of this section due regard shall be given to the maintenance 
of a continuous and stable supply of agricultural commodities adequate to meet 
consumer demand at prices fair to both producers and consumers. 

Sec, 2. Rental or benefit payments in connection with such agreements or 

ther methods shall be not less than the value at the support price of 25 per 
centum of the quantity of the commodity which would have been produced on 
the lands retired from production under this program. Payment shall be 
made as far as practicable on contiguous tracts in order to encourage soil- 
building, development of forest resources, promotion of wildlife refuges, and 
soil- and water-conserving practices on lands so retired from production. 

Sec. 3. No payment shall be made to any cooperator in such program for mors 
than $2,500 for any year. 

Mr. Catxiison. The same language occurs, I think, in about three 
places. Many of these reserved areas would be rather small, and in the 
technology of wildlife management, it isn’t practical to manage ref 
uges in small, scattered areas, but many very excellent wildlife prac 
tices, practices that would produce more wildlife, can be put in on 
those small areas 

So I would suggest the changing of the wording in Senator Thye’s 
bill, and I will get in touch with him with this suggestion that it be 
changed to “wildlife conservation” or “wildlife management.” 

The Cuarrman. All right. 

Mr. Catuison. In ease the legislation that comes out of this com- 
mittee and the Congress proposes the administration of the soil-bank 
areas under the present Soil Conservation and Domestic Allotment 
Act, we have suggested some very brief and simple amendments to the 
Soil Conservation and Domestic Allotment Act that would inelude this 
authorization. It reads as follows: 

Promotion of the economic use and the conservation of land, water, and re 
lated resources, including wildlife. 

There is similar language in section 2 (a), and TI should like to leave 
copies of that with the committee. That is one document I have sev- 
eral ¢ ‘opies of today. 

The CuarrMan. These will be written into the record. 

(The document referred to is as follows :) 


PRoPOsED AMENDMENT TO Sor. CONSERVATION AND DOMESTIC ALLOTMENT ACT 


That section 7 (a) (2) of the Soil Conservation and Domestic Allotment Act, 
as amended, is amended to read as follows: “(2) promotion of the economic use 
and conservation of land, water, and related resources, including wildlife ;’’. 
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Sec. 2 (a) The second sentence of section 8 (b) of such Act is amended to 
read as follows: “Clauses (1) and (2) above shall be construed to cover water 
conservation and the beneficial use of water on individual farms, including meas- 
ures to prevent runoff and to conserve wildlife, the building of check dams and 
ponds, and providing facilities for applying water to the land.” 

Mr. Cauuison. And with your permission, Senator Ellender, I have 
here a letter from Mr. Herschel D. Newsom, master of the National 
Grange, in which he comments upon our suggested amendments to the 
Soil Conservation and Domestic Allotment Act, and expresses his 

approval of the idea of broadening the concept of the program to 
include wildlife resources. 

I have his permission to offer it for the record, if you will grant 
that permission. 

The CuatrMan. How long is it? 

Mr. Caxuison. It is short. 

The Cuarrman. It will placed in the record at this point, in connec- 
tion with your testimony. 

(The document referred to follows :) 





THE NATIONAL GRANGI 
Washington, D. C., January 10, 1956. 


Mr. CHARLES H,. CALLISON, 
Conservation Director, National Wildlife Federation, 
Takoma Park, Washington, D.C. 


Dear Mr. CALLISON : We have reviewed with interest the amendments proposed 
by the National Wildlife Federation to the Soil Conservation and Domestic Allot- 
ment Act. The revised language you propose to the policy statement in section 
7 (a) (2) would, in our opinion, constitute an improvement by providing appro- 
priate recognition of the value of water and wildlife in our economy. 

We likewise believe your proposed revision of the second sentence of section 
S (b) would be an improvement, in that it would remove the unfortunately restric- 

ve clause, “In arid or semiarid section,” at the beginning of the sentence; and 
also give appropriate recognition to the need for wildlife conservation. Certainly 
the need for water conservation and water-conservation measures is now widely 
recognized as a matter of nationwide concern, and not one restricted to arid and 
semiarid sections. In our opinion, it is entirely appropriate to recognize, too, 
that one of the important beneficial purposes to be served by water-conservation 
action is wildlife conservation. 

While we are of the opinion that the additional amendment you propose for 
section 8 (b) is designed to achieve the desirable objective of additional consid- 
eration of wildlife in connection with the agicultural conservation program, we 
feel the consultations you seek to provide by law may not be altogether practical. 
Presumably, such consultations with State wildlife conservation agencies and 
with Department of the Interior representatives might well be held without 
the legal requirement. 

We hope you will keep us informed of the progress of you proposals. 

Sincerely yours, 
HERSCHEL D. Newsom, Master. 


The Cuarrman. Allright. Is there anything else ? 

Mr. Catuison. I have one other letter which I should like to offer 
the committee for inclusion in the record, if you see fit, Mr. Chairman. 
I think it is typical of the interest being generated by conservation 
leaders and sportsmen’s organization leaders across this country. 

This letter was written—I received it only yesterday—by Chester 
Davis, who is a past officer of the North Carolina Wildlife Federa- 
tion and a staff writer for the Winston-Salem Journal, of Winston- 
Salem, N.C 

This is a volunt: ary expression of interest in the soil-bank proposal 
and its potentialities as far as wildlife conservation is concerned. 

The Cuamman. The letter will be placed in the record at this point. 
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(The letter referred to is as follows :) 


PIEDMONT PUBLISHING Co., 
Winston-Salem, N. C. 
Mr. CHARLES H, CALLISON, 
Conservation Director, National Wildlife Federation, 
Washington, D. C. 

DEAR CHARLIE: First let me pass on my belated thanks to you for suggesting 
me for membership in the CWAA. I have thoroughly enjoyed my membership 
in the association. 

Sut my purpose in writing is to raise a question which, while new to me, prob 
ably is old hat to you. 

I am curious as to just what the various conservation groups have in mind to 
take advantage of the prospective soil-bank legislation. It seems to me that 
this legislation offers us a real opportunity to put hunting on an effective pay-as 
you-2£0 basis. 

As I understand it, the proposed legislation would offer an incentive payment 
to get land out of the production of certain overproduced crops. The retired 
land, while placed in soil-saving and soil-building crops, would not be used for 
agricultural production. That is, a farmer could not retire land from, say, 
tobacco and then turn it into pasture on which to graze dairy or beef cattle. 

Except for the incentive payment and, of course, the indirect benefits of soil 
improvement this land would not produce dollars for the farmer. 

Why can’t that land be used to produce small game as a cash crop? The best 
habitat plantings would qualify as soil builders. With large-sized acreages 
being retired from production we would, for the first time, be in a position to 
obtain large-scale habitat restoration for small game. 

Here in North Carolina we have many organized rural communities. These 
communities plan and carry out a multitude of community improvement proj- 
ects. And their problem always is a shortage of money to finance the new com- 
munity house, or the new fire engine, or the like. 

It seems to me that we should be able to interest these communities in pooling 
their land—and it would run into large-sized tracts—and opening that land to 
fee shooting. The farmers, planting their soil-bank land under supervision of 
the wildlife resources commission, could charge a basic fee—say, $1 or so a gun 
for the right to shoot on the land and then an overriding fee of so much for 
every quail or rabbit the hunters take. 

Charlie, that idea may be as full of holes as a swiss cheese. But it appeals 
to me. Somewhere in this soil-bank plan there is an opportunity to do some- 
thing more than merely benefit from results that will come from land put in 
soil-conserving crops. 

If we are going to preserve public shooting in areas as populated as the 
Carolina-Piedmont it’s going to be done, I believe, on some basis where the 
farmer is paid for the game he raises. And the public shooting grounds—with 
their fees of $20 and $25 a day—won't do the job for the average sportsman. 

I’m curious as to just what response this soil-bank plan has stirred up among 
the sportsmen. Very likely someone has come up with an idea that is more 
practical than this one. If so, I'd certainly appreciate hearing of it. 

Forgive the long letter. I’m writing a column along the line of this letter. 
I'd like to follow it up with something more, hence this plan for ammunition. 

Best regards. 


CHESTER Davis. 
Mr. Causiaison. That is all I have. 


The Cuarmman. Thank you. Any questions? 

Senator Aiken. I would like to ask Mr. Callison if he thinks the 
wording proposed by the Sec retary cover the purpose you are referring 
to, and it reads this way 

To establish and maintain for the contract period— 
that is up to 10 years— 


protective vegetative cover (including but not limited to grass and trees) or 


water-storage facilities on a specifically designated acreage of cultivated crop- 
land in the farm. 
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Mr. Catuison. That gets very close to it. 

Senator A1rkEN. It seems to me that could include berry shrubs. 

Mr. Catiison. It would cover the field of plantings for wildlife. 
But for some of the other practices that I referred to, such as the 
restoration to natural marsh, I think if we could somehow write in 

wildlife resources” or “wildlife practices,” then there would be no 
question in the mind of the State and local committees as to whether 
or not these prac tices are permitted. 

Senator ArkEeN. Yes; or if the committee decided to put something 
like that in the bill, it could be put in the committee report that it was 
ntended to cover that but it wquld probably be better to have it written 
ght into the bill, because in some cases we bring in too much grainland 
which should not have been grain, and we could have done better if 
we had not done it. 

The CuarrMan. Your proposal, of course, applied to land that has 
peen cultivated ? 

Mr. Catuison. Yes; either cultivated, or 1 suppose it is possible 
that some of this land may have been grazing land that is retired 
rom production. 

The Cuarrman. Yes; but land that has been in use for some agri- 
ultural purpose ? 

Mr. Cauuison. Yes; that is right. 

The Cnarrman. All right. Thank you. 

(Mr. Callison subsequently filed the following letters for the 
record: 


y) 
I 


WASHINGTON, D. C., January 25, 1956. 
Hon. ALLEN J. ELLENDER, 
Chairman, Senate Committee on Agriculture and Forestry, 
Senate Office Building, Washington 25, D. ¢ 

Dear SENATOR ELLENDER: You will recall that when I testified before your 
columittee January 19 I suggested some brief amendments to broaden the pro- 
posed soil-bank program to include desirable wildlife conservation practices, 
should a farmer be interested in that phase. My comments were directed specifi- 
cally to Senator Thye’s 8S. 2871, and to certain bills that had been introduced in 
the House. I had not at the time seen a copy of 8S. 2949, introduced by Senators 
Aiken, Young, Thye, and others. 

Now, with specifie reference to S. 2949, the purpose could be accomplished by 
the following brief and simple amendments: 

Page 2, line 22, insert the words “and wildlife” after the word “forest” and 
before the word “resources,” making that sentence, beginning on line 19, read 
as follows: “It is hereby declared to be the policy of the Congress and the pur- 
poses of this act to protect and increase farm income to protect the national 
soil, water, forest, and wildlife resources from waste and depletion, ete.” 

On page 3, line 9, make a similar change, making this line read as follows: 
“water, forest, and wildlife conservation. The activities authorized” 

Under subtitle B, section 109 (a) (1), line 1, top of page 8, make an insertion 
as follows: “grass and trees or water storage facilities, including restoration of 
natural water areas, on a specifically.” 

(This amendment would authorize or permit the restoration of natural marshes 
or potholes such as have been drained in large numbers in the Dakotas and 
Minnesota. Restoration of such natural water areas would have water conserva- 
tion benefits by adding to underground water tables. At the same time it would 
increase nesting habitat for wild waterfowl and permit the farmer to engage in 
muskrat fur cropping. ) 

Also on page §, lines 8 and 9, amend subsection (3) to read as follows: 

(83) Not to harvest any crop from the acreage established in protec tive vege- 
tative cover, excepting timber and wildlife or natural products thereof.” 

(This amendment would permit a farmer to reap some cash income from 
cropping muskrats and other fur animals, reaping nut crops, berries, etc., which 
nay be produced on his acreage reserve. A timber crop planted on such acreage 
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may need to be thinned after 4 or 5 years; this amendment would permit th: 


farmer to market Christmas trees that may be harvested as a result of suc! 


thinning. ) . ‘ 
We believe the foregoing amendments would increase the overall conservati: 


benefits of the soil-bank program and would add to the general public support 


for the legislation. ; ‘ 
Thank you for your courtesy and consideration of these recommendations, 


Sincerely yours, 
CHARLES H. CALLISON, 


Conservation Director, National Wildlife Federation 


Wasainoton, D. C., January 18, 1956. 


Mr. CHARLEs H. CALLISON, 
Conservation Director, National Wildlife Federation, 


Takoma Park, Washington 12, D. C. 

Dear Mr, CALLISON: I have read the proposed bill which would include in the 
Soil Conservation and Domestic Allotment Act provisions regarding water and 
wildlife conservation. 

Such amendments certainly would strengthen the economic use and conserv; 
tion of our precious natural resources. These measures are in complete agre: 
ment with the policies of National Farmers Union, and I would like very muc! 
to see them enacted into legislation. 

Sincerely yours, 
JAMES G,. PATTON, 
President, National Farmers Union. 

The CuarrmMan. Do you wish to say anything, Mr. Penfold? 

Mr. Penrotp. Yes, I would, sir. JT will just be quite brief. 

The purpose of my coming this afternoon is to express the Izaak 
Walton League’s deep interest in this soil-bank idea. We have bee: 
interested in it for quite sometime. As a matter of fact, our original 
committee started in Illinois something more than 3 years ago working 
on a soil-bank plan. 

At our national convention 2 years ago, it was a major subject of 
discussion, and at which we had representatives from most of the 
major farm organizations to consider it with us. 

At our last national convention, last spr ing, the membership, through 
their delegates, adopted some general prince ‘iples of the soil-bank plan. 

At the last meeting of our national executive board, which is our 

roverning body between conventions, just this past. weekend, our na- 
tional committee on the subject reported some further changes, amend- 
ments, and thoughts were added, subtracted, and so on, and that com- 
mittee now is in the process of writing our idea into brief language 
such as might be considered in a bill. 

I do not want to take the time to repeat what Mr. Callison has 
already said about the fish and wildlife and related aspects, beneficial! 
aspects, of a soil-bank plan, but certainly they are there. 

We have not in our several years of developing the idea and dis- 
cussing it with farm people and others all over the country—we 
have not stressed the wildlife aspects for a couple of reasons: One 
of them, because we think the soil-bank plan is a very important 
and worthwhile program aside from wildlife angles; and also, if 
we were to come out, the Izaak Walton League, to come out stressing 
wildlife, they would immediately assume that our interest was strictly 
wildlife, which is not the case. 
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Some of them would immediately get the idea of hordes of hunters 
and fishermen streaming over their land and causing a whale of a lot 
of problems. : 

In that connection, I might add that at our next convention, we 
will be discussing that particular aspect of any soil-bank program 
that is adopted, because any soil-bank program is going to increase 
the fish and wildlife values in this country, the production of game 
species. ! 

We think that in that part of it, the wildlife organizations, the 
conservation organizations, such as the Izaak Walton League, the 
Wildlife Federation, and others, have responsibility. We see the 
opportunity as well as responsibility in our State game and fish de- 
partments to cooperate in this program so that the maximum values 
are achieved with the minimum of costs and the minimum of, let us 
say, nuisance, and so on. 

We anticipate that we will have broad representation at that con- 
ference, and we hope that we can come out of it with a plan and a 
positive program which will be applicable in all sections of the coun- 
try to relieve any problem that might develop in that connection. 

‘I would like, with your permission, as quickly as its drafting can 
be completed, to furnish you with a digest of the Izaak Walton League 
conception of the soil-bank plan, with specific language. 

The CHatrMan. Can we have it in our hands by next Monday? 

Mr. Penrotp. I will do my best. That will be up to our committee 
chairman. I will do my best. 

The CHarrMan. We hope to close these hearings next Monday. 

Mr. Penroip. I understand that. 

The Cuarrman. And if you can let us have it by that time, we will 
appreciate it. 

(The proposed plan referred to above is as follows:) 


\ BILL To stabilize agricultural production, stimulate forestry and wildlife, and conserve 
the Nation’s soil and related resources 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act be cited as the Soil Reserve Act. 


PURPOSES 


It is the purpose of this Act to provide a soil reserve in which soil resources 
now utilized for but not now needed for agricultural production shall be placed 
and held in a reserve under such conditions to to insure their stabilization and 
restoration until such time as they may be needed. 

It is further proposed to stimulate and encourage forestry and/or wildlife on 
such parts of the soil reserve as is best suited to forestation and/or wildlife. 

It is further proposed to provide compensation for needed adjustments in the 
mode of living of farmers who discontinue farming operations as a result of 
land being placed in the soil reserve. 


DEFINITIONS 


“Farm” means all the land on which some agricultural operations are per- 
formed by one person either alone, with family or hired help. Less than three 
acres are not a farm unless the agricultural products are worth $250 per year 
or more. 

“Farmer” means an individual personally engaged in the operation of a farm 
and deriving more than 50 per centum of his income, either as owner, part owner, 
or tenant. 

“Secretary” means the Secretary of Agriculture. 
“Department” means the United States Department of Agriculture. 
“Owner-operator” means a farmer who owns all of the farm he operates. 
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“Tenant-operator” means a farmer who rents all of the farm he operates. 
“Owner-tenant-operator” means a farmer who owns part and rents part of t) 
land he farms. 


OPERATION OF THE ACT 


Secrion 1. The Secretary shall offer to rent for cash sufficient tilled land o 
«razed land and transfer same to a land reserve so that agricultural productio: 
on the land remaining in production shall be in approximate balance with de 
mand at rewarding prices to the producers. 

The rental offered per acre shall be such that on land much in need of stabi 
zation and restoration or where natural hazards of production are great thi 
rental will equal the probable return in net income to the owner if planted 01 
crazed in a manner common to the region, assuming that the commodities com 
monly produced in that region were at parity prices. 

The Secretary shall establish five land classes based on their comparativ: 
vulnerability to natural erosion and their relative production hazards fro 
natural forees, under conditions of conventional use. 

The classes shall be so defined that approximately 20 per centum of the total 
tilled and grazed acres in use shall fall into each class. 

For that class of land offered the greatest erosion and production hazard 
he shall offer a cash rental equal to the probable net income when farmed in 
the manner common to that region if parity prices prevailed. 

He shall offer respectively 90 per centum, 80 per centum, 70 per centum, and 
60 pereentum for each of the consecutively better classes of land. 

The Secretary may devise other methods of computing the rental offered as 
long as the method achieves the objectives outlined in the above. 

All contracts shall be for a minimum of five years. In areas deemed to be 
semiarid or cyclically arid the minimum shall be for ten years but the payments 
shall be reduced to 80 per centum of the initial payments in the second five-year 
period. 

Where forestation is the planned use of the land in the reserve the contract 
shall be for a period of twenty years. During the second five years the rental 
payments shall be reduced to 40 per centum of the first five years and during 
the second ten-year period the payments shall be 20 per centum of the first five 
year annual rate. 

All land placed in the soil reserve shall be conditioned by any needed soi! 
amendments and planted to approved vegetative cover which may be forest trees 
and/or wildlife forage species in accordance with specifications provided by 
the Secretary. The Secretary shall provide the soil amendments, seed, and trees 
required and the landowner shall condition and plant the land in accordance 
with specifications. 

The Secretary shall also specify and the landowner shall apply such measures 
of weed, brush, and insect control and such protection from grazing, fire, and 
other hazards as the Secretary may specify for the proper maintenance of the 
desired vegetative cover. 

Sec. 2. To compensate in part for necessary personal adjustments in mode and 
place of living which may result from inclusion of entire farms in the soil 
reserve, the Secretary is authorized and directed to pay to farm owner-operators, 
tenant-operators, or owner-tenant-operators the sum of $400 where the operator 
discontinues all farm production beyond the personal needs of himself and his 
family, and he will also pay the sum of $200 where it is necessary or desirable 
that he move off of the farm. 

The above compensations may not be paid to any one person more than once 
in each five vears. 





The Cuarrman. Is there anything else? Any further questions? | 

Mr. Cauuison. Mr. Chairman, I should just like to add to what ; 
Mr. Penfold has said about the possibility of some farm folks misin- : 
terpreting our interest in this from the standpoint of wildlife. 

It was for that reason that we went and talked to the major farm 
or ganizations, including the Farm Bureau, the Grange, and the Farm- 

ers Union, about this idea. 

The Cuarrman. The land is their own, and even though he had i 

in a pasture, so what ? 
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Mr. Cauuison. We believe that the trespass control should be in 
he hands of the farmer and the farm operator, just as it is now, with 
no change. 

The CHarrMAN. That would be a local matter. We do not want to 
put anything in there about that. 

Allright. Any further questions ‘ 

(No response. ) 

The Cuarrman. If there are no further questions, and no other 
witnesses, the committee will stand in recess until tomorrow morning 
at 10 o’clock. 

(Whereupon, at 4 p. m., the committee recessed, to reconvene at 
10a.m., Friday, January 20, 1956. ) 
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FRIDAY, JANUARY 20, 1956 


Unirep Srates SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m., in room 3824, 
Senate Office Building, Senator Olin D. Johnston presiding. 

Present: Senators Ellender (chairman), Johnston, Anderson, East- 
land, Humphrey, Scott, Aiken, Young, Thye, Mundt, and Schoeppel. 

Senator JoHNstTon (presiding). The committee will come to order. 

The first witness at the hearing this morning is M. W. Thatcher, 
general manager of the Farmers Union Grain Terminal Association, 
at St. Paul, Minn. 

We will be glad to hear from you, Mr. Thatcher. You may identify 
vourself for the record and read your paper, or handle it just as you 
see fit. 


STATEMENT OF M. W. THATCHER, GENERAL MANAGER, FARMERS 
UNION GRAIN TERMINAL ASSOCIATION, ST. PAUL, MINN. 


Mr. THatcuer. My name is M. W. Thatcher, general manager of 
the Farmers Union Grain Terminal Association, St. Paul, Minn. 

Mr. Chairman, I should like, if the chairman and the members of 
the committee find it desirable, for you to permit me to proceed and 
read my whole statement first, which is not very long, and which may 
provoke discussion that will be helpful to this committee. 

Senator Jounston. Just proceed. 

Mr. Tuatcuer. I appreciate this opportunity to place before you 
some facts and observations for your consideration in drafting legis- 
lation to help the farm families of America. 

Some of the very important facts I shall presently place before 
you are the results of our family farm income survey in the five States 
in which the Farmers Union Grain Terminal Association operates. 
This 5-year survey of the farming operations of some 4,320 families 
demonstrates vividly the timeliness of this committee’s interest in 
raising farmers’ net income. The typical family farmer is dipping 
into his depreciation reserves for his living today. 

In meeting this situation, we have two major problems for which 
we must find an immediate answer : 

1. How to reduce the cost to the Government of its surplus holdings. 

2. How to raise net farm income substantially. 

In regard to the surplus problem, the public, unfortunately, has a 
very distorted and unrealistic picture. Ometaiety. everybody should 
recognize that we cannot do away with the entire carryover of farm 
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products. We must have a safety reserve of food and fiber. But, 
today, we do not have such a reserve firmly established as national] 
policy y. 

The principle of the set-aside should be made permanent and effec 
tive against the dangers of weather, war and rapid changes in eco 
nomic conditions. Congress must decide what part of the present 
7 or 8 billion dollars’ worth of CCC supplies is needed as such a reserve 
for the general welfare. When this is established, steps should be 
taken to inform the public so that there will be a proper understanding 
of the costs of maintaining such a supply of the necessities of life. 

A second reason why a firm policy on reserves is needed is so that the 
size of excess surpluses can be definitely and officially known. The 
emphasis of the proposals made by the President is on reducing sur- 
pluses by cutting down on acreage. If acreage reduction is to be the 
primary means for reduci ing surpluses, we must know how much they 
must be reduced. Only then can we translate such goals into the num- 
ber of acres and the amount of payments necessary to do the job. 
Further, it is up to the Government to indicate in very specific terms 
what types of wheat and other commodities and what specific areas 
are involved. 

The farmer’s cooperation to make such an acreage reduction program 
effective will rest on the attractiveness of the incentives offered him. 
If these rewards do not increase the farmer’s take-home pay, he will 
turn his back on the program. 

I understand well that this committee is anxious to deal quickly with 
the immediate emergency, but we must develop also a comprehensive, 
long-range program to put agriculture on a sound business basis. 
Farm income must be established ata par with the earning power of 
capital and labor in other occupations. Therefore, I shall list some 
recommendations which I shall be glad to discuss later in greater detail, 
if the committee desires. 

Price supports should immediately be raised to full parity. 

Farm income is at least $8 billion below parity, with little hope that 
it will rise in 1956, unless price supports are raised. A business reces- 
sion would make the picture worse. 

The old parity formula should be continued for basie crops until a 
new and up-to-date formula can be devised by Congress. 

The problem of dollar limitation on price supports poses a very diffi- 
cult question. In our judgment, a limit of $25,000 to any one farm or 
far ‘mer should provide some protection to the family- type farms, 

Permanent set-asides of feeds and other commodities are urgent. 

1 eeds are not now included in the set-asides. At least a 4-months’ 
supply of feeds should be on hand at all times. No doubt other strate- 
gic ‘ommodities should also be added to those now included. 

To cut back the feed supply sharply, soil-bank payments must 
be high enough to be effective in high-y ield areas. 

The acreage-reserve program for wheat, cotton or any other crop 
jn | return to farmers parity income from the diverted acres. 

Payments for further acreage cuts should be based on full parity 
supports, not upon the lower supports now in prospect for 1956. 

5. Corn must be kept as a basic commodity. 

Under no circumstances should corn supports be left to the discretion 
of the Secretary. Other feed grains must be supported at least in 
line with corn, if the program is to work. 
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6. Government sales in the domestic market should not be made at 
less than 105 percent of the support price plus carrying charges. 

The proposal to lower this figure to 100 percent would just cut 
farmers’ prices in the market place accordingly. 

7. Storage deducts and private swaps of grain should be outlawed. 

Arbitrary deductions for prepaid storage, now administratively 
taken off parity loan rates, appears to violate what Congress intended 
for price supports. Private exchanges between Commodity Credit 
and the processors violate the general principle of good government 
requiring public bids, and depresses prices in the market place. 

8. Farm excise taxes could be used to finance the farm program. 

About $414 billion a year are now collected in taxes on tobacco, sugar, 
and aleohol. These revenues are more than enough to finance an 
adequate farm program. Such funds have been used for sugar for 
more than 20 years. 

9. A food-stamp plan should be started immediately. 

No American should lack a good diet while we have farm surpluses, 
but the cost should be charged to national welfare, not agriculture. 

10. Emergency loans should be made available now to save farm 
homes. 

A feature of the President’s message that pleases us is his recom- 
mendation of special farm credit to protect farm families. Many 
vounger farmers, especially GI's, are in danger of losing their homes 
this year unless emergency action is taken. Their homes are worth 
more to the Nation than the pride of those who preached eliminating 
the “inefficient.” 

11. A special program to modernize or replace farm homes is needed 
and would be possible if farm incomes were raised. 

Present Federal housing aid discriminates against farm homes, 
which lag far behind city housing. 

12. Recommendations to the United States Department of Agricul- 
ture of all advisory committees should be xvaitubhe to the public and 
not kept secret as at present. 

If Imay depart for just a second from the text 

Senator Jounsron. What do you have reference to there? You 
say “kept secret.” : 

Mr. THatrcner. Do you mind if I go ahead ? 

Senator Jounstron. Yes. Go ahead. We will not interrupt you. 

Mr. Trarcuer. I should like to state here, out of the text, that we 
have just received from the printer and sent to all Members of the 
Senate and many Members of the House of Representatives this bound 
volume we refer to as our Farm Family Survey It has been sent 
to all of you, and I assume that it is in your office. I know that some 
of the Senators have received it. 

Senator Jonnston. Yes. Ihave one. 

_ Mr. Tuarcner. The farm income survey that I referred to above 
is an outgrowth of my long-time awareness of the critical need for 
more complete information as to how farmers are doing. In the 
spring of 1952, testifying before the Senate Committee on Agriculture, 
I expressed regret at not being able to present a detailed report on the 
individual farmer’s financial situation. Today, I am able to present 
you with the results of an authentic survey of what has been happening 
to the receipts and expenses of family-operated farms and the net in- 
come available for family living. 
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The survey covered the operations of 4,320 family-operated farms 
in 29 counties in the 5 States of Montana, North and South Dakota, 
Minnesota, and Wisconsin, for the 5 years, 1950 to 1954. Results for 
1955 are now being assembled, and I hope to be able to supply you with 
the full 1955 data before the Senate debates the farm bill. I do have 
same preliminary information here with me. 

This is not just another ordinary farm survey. It is, in fact, an 
unusual cooperative effort of several thousand farmers who were will- 
ing to open their tax returns to our auditors so that we might have 
access to the very data filed with the Bureau of Internal Revenue. 

[ recommend, without hesitation, that each of you peruse the copy 
of the report that has been placed before you. As a minimum, | 
would urge you to read the few pages under the heading, “What the 
Survey Shows About Farm Income”—pages 19-34. 

Here is a graphic, realistic portrayal, county by county, of the post 
war downward trend in farm income, the persistent upward trend in 
costs of production, and the generally inadequate level of net income. 

Here you will find verification of the fact that farmers in this region 
since World War II have not been able to earn both a moderate return 
on their essential investment and a moderate return for the long hours 
of farm-family labor. Income for 1954 would return only 77 cents 
per man-hour, with no return for an average investment of $49.0 10, 

The returns for 1950-54 show depressed conditions throughout the 
entire period except for limited areas in years of exceptional yield. 
Prices received by farmers have gone down while everything they 
must buy has gone up. Farmers have increased production to attempt 
to make ends meet, thereby driving prices still lower. Returns for 
1954 were about 25 percent lower than 1950, itself a badly depressed 
year for farmers. Further declines in 1955, and indicated for 1956, 
will make these income figures still smaller, and raise the size of mort- 
gages. 

As of the time of survey, farmers reported they needed an average 
of $5,000 per farm for repairs, new equipment and new buildings 
needed for farming. 

Many farm homes were lacking some of the most essential facilities, 
such as running water or central heating, which have been enjoyed 
by city people for a generation or longer. “‘Insurable valuation of farm 
homes indicates many new homes are needed, and very few have been 
b uilt since 1920, Average needs for housing and home equipment are 
2 or 3 times what is needed for farm production, 

If farmers were making fair income, they would pr ovide a tremen- 
dous market for capital goods, estimated to be at least $5 billion just 
in these five States. 

The low incomes brought about by low prices, as revealed by this 
survey, go far to explain ‘the startling loss of farm homes now shown 
by the 1954 United States census. In these 5 States, between January 
1950, and the fall of 1954, 38,000 farm homes have disappeared. That 
means 1 family in 13 gave up trying to live the life of their training 
and choice. In 1955, more farm homes have disappeared, and the 
prospect for 1956 is bleak. Our figures show that even the bigger- 
than-average family farms are in difficulties. 

Nearly half of the farms had been taken over since the war by their 
present operators. Now, many older men are near retirement. With 
present depressed conditions, their farms will go to the biggest. opera- 














eS RL alg Oo EES 














Ec N tN DE NRT hE Rc 



























Beck: RB ie et Sn ae 


mI Na Ria BERET cp He 


PRICE-SUPPORT PROGRAM 3633 


tors instead of to younger men. Many more farm homes will be 
wiped out unless the positive steps that I have outlined above are 
taken to aid family farms. 

Senator Jounston. Do you have some questions? 

Senator Humpnrey. Yes, I do, Mr. Chairman, unless you want—— 

Senator Jounston. Go ahead. 

Senator A1TKEN. We will proceed beginning at the foot of the com- 


mittee ¢ 

Senator Jounsron. Do you want to ask some questions ? 

Senator ArkEN. I do not care. 

Senator JounsTon. Go ahead. 

Senator Humpurey. No. I will yield to you. I will take my turn. 

Senator Jounston. Yes. All you have to do is open your mouth 
and start to speak. 

Senator ArkEeN. That is all right. Go ahead, Senator Humphrey, 
if you want to. I just wanted to know what order we would go in. 

Senator Humpurey. You go ahead, Senator, because you are in 
seniority here. 

Senator ArkeNn. I take it, Mr. Thatcher, that you do not feel that 
we have too many farms today’ You feel that we should preserve 
the number of farms that we have now / 

Mr. Tuatrcuer. I think there are constantly some farms that are 
going to go out of existence. 

Senator ArkeN. Are you familiar with the report made by a com- 
mittee, I think of which Mr. Keyserling is president, and has Mr. 
Patton, Mr. Reuther, and about a dozen others on it, that recommends 
a reduction of 950,000 of the smaller-sized farms over the next 4 years ¢ 

Mr. Tuarcuer. I did not know that until | read an editorial about 
it 2 days ago. 

Senator ArkeN. Were you surprised 

Mr. TuHatrcuer. Yes; I was. 

Senator ArKEN (continuing). To find that that recommendation 
was made? And I think Jim Patton sent these books around recom- 
inending that we reduce the number of the smaller farms by about 
950,000, and increase the number of the next, middle-sized, 400,000, 
and retain the number of giant farms we have now. 

The book is, Full Prosperity for Agriculture, published by the 
Conference on Economic Progress. 

Mr. THarcuer. I have not read it. 

Senator ArKEN. It is on the last page, page 108, where the recom- 
mendation for reducing substandard farms is made, from 1,300,000 
as of 1955 down to 350,000 in 1960. Then they would take the middle- 
sized farms and increase them from 1,600,000 to 2,000,000 by 1960; 
the moderately-sized farms, or the somewhat larger farms, would be 
increased by 400,450, and the large, giant farms, would remain at 
100,000, as they are now, making an overall reduction of 400,000 farms 
in the next four years, or 100,000 a year. 

I wondered if you were familiar with that. 

Mr. Tuarcuer. I am not familiar with the statement you read. I 
do not know on what they base that. Offhand, I do not approve it. 
I will stand on my statements, and whatever this institution has done— 
and I am a sponsor of it—— 

Senator Arken. Yes; you are. I had not noticed that. 

Mr. Tuarcurr. Yes; I am. 
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And I read an editorial where I was questioned about my belief 
about these farms. 

What the organization did and what they recommended, I am not 
yet aware of. I will say this: I have been both a Republican and 
Democrat, and I have never fully agreed with either party, and al 
though I sponsor something, I am not bound by its conclusions at al! 
I am bound by my own testimony; I am bound by my own survey and 
my own comments, and I would be glad to be questioned for a month 
on that. ; 

Senator Arken. I would like to read into the record the names of 
this national committee which recommends a very large reduction in 
the number of farms over the 4-year period. It begins with Thur 
mond Arnold. I think they are all well known: 

Thurmond Arnold, attorney; former Assistant Attorney General, 
United States, and judge, U nited States court of appeals; 

William H. Davis, attorney; former Director, Office of Economic 
Stabilization ; 

Abraham Feinberg, chairman, Julius Kayser Co. 

Richard H. Frost, president, National Pneumatic eis. 

A. J. Hayes, president, International Association of Machinists 
vice president and member, executive conclave, I guess it is—American 
Federation of Labor: 

Fred V. Heinkel, president, Missouri Farmers Association ; 

J. M. Kaplan, president, Welch Grape Juice Co.; 

Leon H. Keyserling, economist and attorney; former chairman, 
President’s Council of Economic Advisers; 

QO. A. Knight, president, Oil, Chemical and Atomic Workers; 

Murray D. Lincoln, president, Nationwide Mutual Insurance Cos. ; 

Armand May, president, American Associated Cos., and American 
Factors Co.; 

James G. Patton, president, National Farmers Union; 

Miles Pennybacker, president, Voltare Tubes, Inc. ; 

Walter P. Reuther, president, Congress of Industrial Organizations 
and United Automobile Workers; 

ae Rosenberg, chairman, Cameo Curtains, Inc.; and 

M. W. Thatcher. 

The reason I asked about this book was that I thought your testi- 
mony was rather contradictory to what this committee recommends. 

Mr. Tuarcuer. It may be. Iam not familiar with its contents. I 
do not know what kind of surveys they made. 

[ want to add, however, that I know most of those men very well 
and I am very proud to be associated with them on any project that 
they undertake. 

Senator Arken. I know most of them. But it was surprising that 
they should be lambasting some of us who said that we did not think we 
could stop the reduction in the number of farms, and then coming out 
and recommending reducing the number of small farms 950.000 
in their own report. 

However, that is not what I wanted to ask you about. A month or 
so ago there was in the press generally throughout the country an 
excerpt from an address made by Harold Stassen in St. Paul, which 
disturbed some of us considerably, and I quote from that address. 
He says this: 
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It is in the interest of the farmers that there should not be such excessive 
surpluses in storage. It is in the interests of a small group of control of the 
Farmers Union that there should be large surpluses for storage. If the Farmers 
: nion leadership can perpetuate the 90-percent rigid supports, there will always 
be huge surpluses, and the financial foundation of their domain is plush. Let 
them account to their members and to the farmers of Minnesota on these 
facts. 

I thought if you would answer half a dozen questions, you can clear 
up that matter probably very quickly, because I was quite disturbed at 
reading it. 

Would you tell us what the capacity of the terminal and the line 
elevators in your organization is? 

Mr. Tuarcuer. About 20 million bushels at the terminals. 

Senator A1rkeN. About 20 million bushels ¢ 

Mr. THarcuer. Yes. 

Senator Arken. And that does not include the Farmers Union 
afliliates, does it ? 

Mr. Tuarcuer. No. 

Senator ArkEN. How many Farmers Union affiliates do you have ? 

Mr. TuHarcuer. We have about 500. 

Senator ArkeN. Do you know their capacity ? 

Mr. Tuatcuer. Oh, that would represent probably 60 to 75 milllion. 

Senator Arken. What do you consider the value of the terminal and 
the line elevators ? 

Mr. TuHarcuer. The volume? 

Senator ArkEN. The value. 

Mr. Tuatcuer. The value? About $20 million. 

Senator ArkEN. How much grain that is under CCC ownership and 
loan stored in these elevators today, both the line elevators and also 
the affiliates ? 

Mr. TuHarcuer, Oh, that is in and out. I could not tell you. But 
I can give you this important information that would help you, in 
what you are driving at. Our large terminal elevator at Superior, 
Wis., where most of the CCC storage goes—and we try to get it there 
because of its size and because it is on a waterway—that is a 12 mil- 
lion bushel house. At the time Mr. Stassen made his remarks, it was 
60 percent empty. And the reason for that is that we gave prefer- 
ence to the Commodity Credit Corporation and tried to cooperate with 
them when the grain was coming in for reconcentration and storage. 
We accepted their grain for storage that other grain elevators would 
not take because they wanted to use their space for their cash opera- 
tions. Then we found that CCC was moving large amounts down the 
lake, even by all-rail haul, so that at the time that these remarks were 
made in November, that huge elevator was 40 percent occupied and 
60 percent empty. 

Senator ArkEN. Now, was that occupied with Government-owned 
grain, or grain under loan? 

Mr. TuHatcuer. Both; plus our own cash grain. That 40 percent 
was so occupied, with 60 percent empty at peak of the harvest 
movement. 

Senator Arken. Would the grain under loan be largely out in the 
affiliates ? ’ 

Mr. Tuarcuer. Yes; the affiliates have that. 

Senator Arken. It would be largely out in the affiliates? 

Mr. Tuarcuer. Yes, the affiliates have that. 
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Senator Aiken. Could you give us some idea as to how much the 
Farmers Union Grain Terminal received for storage of grain under 
loan and CCC ownership last year ? 

Mr. THarcuer. Yes, I could very easily. 

Senator Arken. Yes. I thought you probably could. 

Mr. Tuarcuer, That is all storage and not just from the Govern- 
ment ¢ 

Senator ArkeN. Well, grain under loan, or CCC-owned. 

Mr. Tuatcner. I do not have that separately. 

Senator A1KEN. You do not have that separately ¢ 

Mr. THarcuer. No. There would be no point to keeping that 
separate. 

Senator A1ken. Would you say in the Minneapolis area it would be 
roughly a million and a half a year? 

Mr. THarcuer. It could. 

Senator A1KEN. About that? 

Mr. THarcuer. | doubt it. 

Senator Argken. Could you furnish for the record how much you 
received for storage of grain each year over the last 5 years 4 

Mr. THarcuer. From whom ¢ 

Senator A1kEN. For Government grain and grain under loan. 

Mr. THatcuer. Yes: | could, but I would be very interested if we 
had that from all of the grain companies. 

Senator Arken. I think that is very vital. 

Mr. Toarcuer. I think that would be great information, Senator, 
if we could have it, have the statement of the amount of storage re- 
ceived by all of the large grain operators. 

Senator A1rKEN. You do not store the largest amount in that area, 
do you? 

Mr. THarcHer. Oh, no. 

Senator Arken. At least two others store more than you do? 

Mr. Tuarcuer. Oh, tremendously more; the Archer-Daniels Co., 
and the Cargill Co., and they have expanded their facilities. 

Senator Arken. You are in about third position, would you say? 

Mr. Tuarcner. I would say third position. But I think it would 
be fine to have that information. I would be anxious that this com- 
mittee also would get the information as to storage built during these 
last 5 years under the expansion program, who built and who had the 
quick writeoffs, and which grain firms engaged in contracts with the 
Commodity Credit Corporation for guaranteed storage. 

We participated in none of those. All of the storage that we built, 
we built without any fast writeoffs, and for the obvious reason that 
as a bona fide cooperative we could not benefit by it. 

Senator Arken. And you did not receive any Government help what- 
soever in the construction of any elevators ? 

Mr. Tuarcuer. No, none at all, but the others did. 

Senator Aiken. Or the purchase of them ? 

Mr. Tuarcuer. That is right. 

Senator Arken. That is the question I was going to ask you. I am 
glad that you answered it in advance. 

Mr. Trarcuer. I want also to say that on my farm I have never 
had anything under loan or purchase agreement, and I also want to 
add that in all the years I have had relationships with the Federal 








4 
. 
; 


SERIE II IP ia ae 


<wehsh tection! 


ie 


Uae 


. 
| 






















TLD, 


. eile li 
Vita Sa ac ERE TSE aE 5A Se OM, Satie lel 


pl ji 


plibatte steel 


heh 


Rahs ON 


5 CARRE terete © 


: 
a 
2 
2 
= 





oe 


oe 


PRICE-SUPPORT PROGRAM 3637 


Government, the only checks I ever received from it were as a director 
of the Central Bank for Cooperatives, for the limited expense that 
was allowed. I want that record perfectly clear. 

Senator Arken. Now, it would also help, when you furnish the 
committee with the amounts that you have received for storage of 
grain under CCC ownership and loans from the CCC for the last 
o> years 

‘Mr. Tuatcuer. Wait just a moment, will you, please? 

Senator ATKEN. Yes. 

Mr. Tuarcuer. Mr. Currier, is that easily obtainable? 

Mr. Frep Currter (Head, Loan Department, GTA). It should be. 

Mr. Tuatcuer. We tried to get it from the Department, and they 
said they had no such figures, although some figures have been pub- 
lished around about what our organization is supposed to have re- 
ceived, 

Senator Anperson. Don’t you bill the Government ? 

Mr. Toarcuer. Pardon? 

Senator ANpEerson. Don’t you bill the Government ? 

Mr. THarcuer. Don’t we bill them? 

Senator ANpERsoN. Yes. 

Mr. THatrcuer. We collect. 

Senator ANpERSoN. Don’t you send a bill before you collect? 

Mr, THatcuer. Yes. We get the money. 

Senator ANperson. Don’t you get the money? 

Mr. THatrcner. Yes, we get the money. 

Senator ANpERSON. Then it would not be difficult # 

Mr. TuHatcuer Oh, it would be There are lots of transactions. 
We have our data, but I would like you to get it for all large grain 
firms, not just our cooperative. 

Senator ANperson. I[ would, too. 

Mr. Tuarcuer. All right. 

(Note.—The information requested above was not supplied to the 
committee. ) 

Senator A1rkEN. Could you also furnish the net worth of the Farmers 
Union Grain Terminal each year for the last 5 years? 

Mr. Tuarcuer. Yes, very easily. 

Senator AIKEN. I see. 

(Note.—The information requested above was not supplied to the 
committee. ) 

Senator Arken. Has the net worth oir increasing ? 

Mr. Tratcrer. Oh, yes; every yea 

Senator ArkEeN. Quite Substantially? 

Mr. THatcner. Yes; each year. It isa very large business. 

Senator ArkeN. But you say the income of the farmers has been 
decreasing over the last 5 years? 

Mr. Tuarcuer. Yes; that is right. 

Senator Arken. As the net worth of the grain terminal increases ? 

Mr. Tuatrcuer. Yes. And as you know, that is all distributed to 
the farmers. 

Senator Arken. Well, that is allright. It should be. 

Mr. Tuatrcuer. It is. 

Senator Arken. The earnings are all distributed to the farmers? 
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Mr. Tuarcuer. That is right, 20 percent in cash and 80 percent 
in investment, and we are the only grain concern there which is a 
cooperative- 

Senator Arken. You do have a deduction for educational purposes? 

Mr. Tuarcurr. We take that out of the savings. 

Senator Arken. What does that amount to? 

Mr. THatrcuer. Five percent. 

Senator ArkeN. Five percent. That is just out of the savings, and 
does not apply to the refunds ¢ 

Mr. Tuarcuer. It is taken out of the net income before the refunds 
are made. 

Senator A1kKEN, I see. 

Mr. Tuarcuer. Five percent goes to educational funds. It is pro- 
vided in our articles of association and bylaws. Ninety-five percent. 
goes to the patrons, 20 percent in cash and the rest in investment 


ee 


stock. 

Senator A1rkeEN. What do you figure it costs to store a bushel of 
grain a year, including the in-and-out charges ¢ 

Mr. THatcuer. | want to know what elevator it is. It costs twice 
us much in some as in others. 

Senator Arken. The Government payments on wheat for storage 
are about 21 cents a bushel a year now. Is that a fair amount? 

Mr. Tuarcuer. That is a fair amount for facilities at their present 
cost, but for some old facilities that can get along with less, that may 
look like a very high figure. 

Senator ArkEN. It does? 

Mr. Tuarcuer. It does to me, too. 

Senator Arken. It has been increased, has it not, in late years? 

Mr. THarcuer. Yes. But you take an elevator like we have at 
Superior, which is a 12-million-bushel elevator. We would not get 
any contractor to replace that for less than $15 million. It is very 
costly. 

Senator Arken. Do you favor reducing the present reserves of 
grain below the present levels? 

Mr. Tuarcuer. I do. 

Senator Arken. By what percent? How much wheat should we 
carry over to be safe? 

Mr. TuHarcuer. Well, I have testimony to offer on that, but I 
would like first to answer you and make this statement, that in my 
testimony before the House Agriculture Committee in March 1954 
{ suggested that we go the whole tilt, clear to the 55 million on the 
1954 crop. 

Senator Anperson, Acres? 

Mr. THarcuer. Fifty-five million acres; yes. 

Senator ANpEeRSON. You would have cut it in 1954 to 55? 

Mr. Tuarcuer. Yes, I would, and at this time, right here today, 
writing this legislation, if I determined that the acreage now based on 
all the things we now know should be 40 or 45 million, I would be 
content with that and support it. 

I take the position that we just should not. raise anything that no- 
body wants. And I have said that repeatedly. 

The CHarrMAn (presiding). What would you do with the rest of 
the acres, Mr. Thatcher ¢ 

Mr. THarcuer. What would I do with it? 
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The CHatrMan. Yes, sir. 

Mr. THarcuer. If I could not use those acres for anything else, I 
would raise the support price for the smaller crop. I would use the 
same reasoning that the laboring man has used when he cut his hours 
from 70 to 40 hours per week and more than doubled his rate per 
hour. . 

If this product is to be raised by farm families—and that is what 
the President wants, to preserve the farm families—every man here 
does—I do, whatever the definition you give for that—if the farmer 
has to raise a smaller amount to get balance between supply and de- 
mand, there is only one thing to do. In simple arithmetic, if he is 
going to have the same take-home pay, you are going to have to raise 
the price per unit, or he would go out of business. 

Senator Arken. Let me ask one more question. What average price 
have your members received for wheat this past crop year? 

Mr. THatrcHer. What they received? 

Senator A1rkeN. What has been the average price of wheat in the 
Minnesota, Dakota, Montana area, where I expect you operate the 
heaviest ? 

Mr. Tuarcner. This past year? That is very difficult. The sup- 
port price presently on wheat is $2.08. You are thinking of this year, 
are you not? 

Senator Arken. That is what I am thinking of; this year. 

Mr. THatcuer. I suppose it would be safe to say that those who 
have taken a loan have averaged, going clear out to Montana, which 
is far away from the primary market—I suppose that it is safe to say 
that they have averaged somewhere around $1.90 to $1.95. 

Senator ArkEeN. Has most of it gone under loan ? 

Mr. THarcuer. There is quite a little bit that is gone under loan, 
but as I remember reading the figures the other night, there is less 
going under loan this year than a year ago. I think that is correct, 
but I do not follow that except generally. 

Senator Aiken. I think that is all the questions I have. 

I did want to call your attention to Mr. Stassen’s statement and the 
very apparent inference here that whereas the financial strength of 
the GTA went up, the income of the members is going down. 

Mr. THarcuer. I answered his statement publicly. 

Senator Arken. It did not get the same publicity as the first asser- 
tion did, evidently. 

Mr. THatcuer. That is right. Yes, I answered it publicly. I said 
he lied, and I invited him to sue me for libel. 

Senator ArKen. I see. 

Senator Anprerson. Mr. Stassen ? 

Mr. THatcuer. Yes. 

Senator Anperson. Did he admit it ? 

Mr. Tuarcuer. Of course, he did not admit anything. He made 
his statement. I made my statement. And that ends it. As far as 
I know it is all over with. 

Senator Arken. Well, is the storage of Government-owned grain 
and grain under loan a lucrative part of your operation ? 

Mr. Tuarcuer. As far as our business is concerned, I wish there 
were not one bushel of wheat, oats, barley, rye, or flax in CCC storage 
loan. I wish we were entirely free of that. I wish the Government 
were clear out of it, as far as operating our business is concerned. 
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The Cuairman. Now, Mr. Thatcher, I asked you a while ago, What 
would be do with these excess acres if you were to cut more? Would 
you in any manner compensate the farmer for these excess acres, or 
prevent him from planting them into any crops, or grazing them? 

Mr. Tuarcnuer. No. 

The Cuamman. What would you do with them? 

Mr. Tuarcuer. Well, that is the problem that is before you. 

The Cuatrman. I know. But we would like to have your advice 
if you have any to give. If you do not, say so. 

Mr. ‘Tarcuer. I would try to plan production to avoid the sur- 
pluses that are worrying everybody to death, I would put support 
prices at a level for lower production so that the farmer has enough 
net mcome, 

The CHarrman. Well, now, you have got the cattle people in 
trouble. You have got the hog people in trouble. 

Mr, Tuarcuer. Yes. And on my wheat farm I helped put the eattle 
people in trouble. 

The Cuarrman. How is that? 

Mr. Tuarcuer. I helped put the cattle people in trouble by shifting 
to cattle. 

The Cratrman. Would you say that on these increased diverted 
acres, there should be no restrictions in what you plant there and 
what you do with them, because if there is not, it my humble judgment, 
it will be possible to put other segments of our farming society in the 
same baile as the ones you are trying to take care of. 

[s that true ¢ 

Mr. Tirarcrer. Yes. 

The Cuamman. Would you do anything about it? 

Mr. Tuarcurr. I would try to get as near a reasonable production 
program on everything as man can achieve, 

The Cuatrrman. Allright. That is our goal. How would you do it ? 

Mr. Tuarcuer. By rewarding the farmers to take their land out of 
production. 

The Cuatrman. That is the soil bank? 

Mr. Tuarcuer. The soil bank, or acreage reserve. 

The Cuarman. All right. 

Mr. Tuarcuer. Kither one. I am in agreement with that part of 
the program, that that is the way to do it. The questions will be, of 
course, as everybody knows, Is it acceptable to the farmer, will it do 
the job, and will it do what the President asks to be done to raise 
net income of the farmers? 

He makes the point that there is too much surplus ; there is unneces- 
sary expense. od I am not going to quarrel with that. He says 
that. the farm families should be preserved, and I say amen to that. 

He says that they are in a squeeze and their income should be sub- 
stantially increased. And I say amen to that. 

The question is, how do we do ité 

The Cramman. Any further questions? 

Senator Youna, Yes. 

Senator A1ken. I have finished with my questions. 

Senator Youne. We all have questions. I think you had better go 
by seniority. 

‘Senator Munpr. I presume Senator Johnston would be next. He 
is the displaced chairman, 
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The CuatrMan. You want to go around? We had not followed 
that procedure. 

Senator Munopr. I think we will make better headway. 

Senator Jounsron. That suggestion was made a while ago. 

The Cuarmman. I am sorry. 

Senator Jounston. So from your statement, you believe that the 
surplus should be cut down ¢ 

Mr. Tuarcuer. If you determine there is an unnecessary surplus. 

Senator Jounsron. Not only in wheat, but in all other commodities 
where they consider that we have a surplus, an unnecessary surplus, 
or too large a surplus? 

Mr. THatcuer. I would like to make a general statement in answer 
to your inquiry. First of all, if we are on the brink of war, or cold 
war 

Senator Anperson. This “brink” business is bad these days. 

Mr. Tuatcner. I am not being facetious. I am here as a witness, 
and I am trying to be helpful. 

Senator Humrurey. Mr. Thatcher, you are not being facetious. 
We have had it from none other than the Secretary of State that 
we were on the brink of it. 

Mr. Tuatcuer. I do not want to pick up those expressions. I want 
to deal with this as honestly as I know how. 

This is what I do believe. In a cold war, it requires a lot of money 
to keep our Nation prepared. I am all for it. I know nothing about 
why it is done except what I read. I am sure the people who are re- 
sponsible for that know what ought to be done, and I support them. 
That being true, together with the attending danger that we live under, 
it would seem to me that a provident nation would have an adequate 
supply of food and fiber in harmony with that danger that confronts 
us. 

What that should be is anybody’s judgment but we have had too 
little in the past. Our own experience was following World War Il— 
and I had it with this distinguished gentleman right here (referring 
to Senator Anderson)—-when we went out on a campaign in 1946 to 
get “mercy” wheat. We even made a farm-to-farm canvass to get 
farmers to take any wheat they had into an elevator so we could con- 
centrate it at the primary markets and load it through our elevators 
to ship to where the wheat was so badly needed. 

We put 20 million bushels of that mercy wheat through our big 
elevator at the Head of the Lakes and then it went off to Europe. 

I do not remember whether we got all we wanted—TI guess we did 
not—but when we were through we had only 89 million bushels left 
in this country. You remember those figures? 

Senator Anprrson. Yes. 

Mr. Tuatrcrer. All we had left in the United States was 89 million 
bushels of wheat, and if we had been hit with a disaster, such as bad 
weather or rust in 1947, we would have been very short of bread grains 
and foods in this Nation in 1947. 

In a Nation as large as this, with 165 million people, leaders in the 
world as we are, and looked to for food and fiber supplies as we have 
been and may again be any day, it would seem to me a provident pro- 
gram to have isolated, clear away from the market, completely iso- 
lated, 500 million bushels of usable good wheat. 
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It would seem to me, for the same reasons, that there should be 
isolated and moved aside, and set aside, widely dispersed, at least one- 
third of a year’s supply of feed that would be needed for raising our 
meat. products, and so on down the line. 

I think, with the size of the population of this country, we should 
afford it. To attempt to move all surpluses out, to get rid of them 
and move down to a scarcity basis to make price in the market place, 
would be an unreasonable thing, an improvident thing, a dangerous 
thing, and maybe could cause t terrific suffering one day to the people 
of this country. 

Senator JoHnston. To illustrate your point, then, speaking of cold 
war, and maybe a hot war, is it not your opinion that in all probability 
the surplus of our farm commodities that we have in the United 
States—and then when you consider Russia having a deficit over 
there—if you just reverse the thing and give Russia the surplus that 
we have and give us the deficit that Russia has, what do you think 
would happen? 

Mr. Trarcuer. Well, I do not know. 

Senator Jounsron. We would probably have a hot war; is that not 
right? 

And we are spending about $40 million a year for defense, and 
holler about the farmers, some $8 billion or $10 billion there that we 
have built up over a term of years of surplus. 

Mr. Tuarcrer. We made a tabulation of what the Government 
should set aside for a permanent reserve for the reasons I have just 
stated, and approximately what would be the total investment. It 
covers wheat, corn, oats, barley, and grain sorghums, flax, soybeans, 
cottonseed, cotton, butter, cheese, and dried milk. Our figures are 
based on what we think could be used providently as a Government 
set-aside, plus what, if everything was stabilized, the trade would nor- 
mally be willing to carry. For illustration, if the Congress decided 
and the President approved, for all these reasons, that 500 million 
bushels of wheat should be set aside. 

Senator ArkeNn. In addition to reserve? 

Mr. TuarcHer. Just as the set-aside. 

Senator Arken. Just a set-aside; not to be tapped ? 

Mr. Tuarcuer. That is right, until this cold war ends. 

Senator Arken. And then we will say another 500 million in the 
pipeline? 

Mr. THarcrer. No; 200 million. 

Senator Arken. Two hundred million in the pipeline? 

Mr. Tuarcuer. Yes. We have 200 million marked here in the 
pipeline. And that together would be 700 million, 

CCC holdings on the 4th of January were 862 million. That 
would mean we have 362 million bushels that something ought to be 

done with, admittedly so, if that is what we all agreed on. 

Senator Arken. That was one of the things I wanted to get your 
comment on. 

Mr. Tuarcuer. And as far as I am concerned, that seems to me 
like a reasonable figure for the reasons stated. 

Senator Munpr. I could not hear your difference between those two 
figures. How much excess do we now have? 162 million? 
Senator Jounston. About 360 million. 
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Mr. TuHatcuer. It would be 362 million excess that we ought to 
dispose of. 

Senator Munpr. Under that program / 

Mr. Tuarcuer. Yes. And strangely enough, on corn, there would 
not be quite enough for a third of a year’s supply. And strangely 
enough, there would not be enough oats, barley, and sorghums. 

Senator Humpnrey. That is a third of a year’s supply? 

Mr. THarcuer. A third of a year’s supply. 

I will be glad to put that statement in the record. 

Senator Arxen. I would like to have your statement of what would 
be a proper amount of carryover. 

Does your figure of 362 million bushels include the set-aside ? 

Senator Anperson. That is not his figure, I believe. I think his 
figure is 500 million plus 200 million in channels of the trade, making 
700 million, and leaving 362 million to be sold there. 

Senator Arxen. Does his figure of 862 million which is now on 
hand include the present set-aside? I do not know just how much it 
is. I think it is about 400 million or 500 million bushels. 

Senator ANpDERSON. Yes. 

Mr. THatcuer. Now, just a minute. That is what you could easily 
think, but for the purpose of determining the 76 percent of parity 
support on wheat for 1956, I think you will find that the Department 
of Agriculture assumed that the set-aside was 375 million. 

Senator Arken. That was 375 million left out of the original set- 
aside? What was it? About 400 million? 

Mr. THatcuer. It was 500 million. But for the purpose of de- 
termining the 1956 support price under the formula, it was considered 
to be only 375 million. 

Senator Arxen. I asked because it is a full-time job keeping up with 
the statistics. 

Mr. THatcuer. These were the Government holdings on January 
4 that I have here in the table, and it so states: CCC holdings. And I 
should be glad to submit : 

The Cuarrman. That will be placed in the record at this point in 
your remarks. 

Mr. THarcuer. All right. 
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Suggested permanent set-asides related to Commodity Credit Corporation stocks 


| 
} 


Government set- | aco 
| aside aa | al } | axe t 
Commodity | Trade Total | hol lings | CC 
’ | earryover| carryover! Jan. 4, | 
na 
| Amount | Value | 1956 
| | 
| Billions | | 
Wheat (millions of bushels) 500 ($1. 25) 200 700 862 
Feed grains (millions of bushels corn 
equivalent): | | 
Corn 900 | (1.7) 250 | 1, 150 | 746 | ‘ 
Oats, barley and grain sorghums 150 (0. 3) 100 | 250 | 55 | 
Subtotal 1, 050 | (2.0) | 350 | 21, 400 | 801 | 24 
— = = === =| — — = ——===== 
Oilseeds (and oil): | } | 
Flax (millions of bushels) 18.5 312 | 38. 5 | 32.0 | 
| ‘8 | *40 | 
Soybeans (millions of bushels) 5 50 520 | 570 0 | 
Cottonseed (million pounds of oil) | 500 | 200 | 700 | 0(?) | KOOL 
Subtotal | (0.3) | | | | 
} _ - 
Cotton (million bales) 67 (1.4) | 3 10 710 
Dairy products | } | 
Butter (millions of pounds) | 200 49 | 15 
Cheese (millions of pounds) | 150 | (0.25) | (?) | (?) | 249 | 10 
Dried milk (millions of pounds)... | 300 12 | 300 
Total (billions of dollars) 5.2 | #81 
' To be added: Tobacco, wool, sugar, meats, dried eggs, poultry, etc. 
24 months’ supply, the minimum needed for 1 bad year. 
3 Seed, 
‘Oi 
Seed and oil 
* About 44 year supply, ‘as compared with 4 million bales now in set-aside. 
? Including loans 
otal all commodities. 
* Maximum. 
Nots.—Figures for set-aside on wheat, cottonseed, butter, cheese and dried milk are the authorized 


maximum now in law; flax was maximum under strategic reserve. Cotton is our estimate of what should be 


Senator Anperson. I do not know whether to break in, but I do be- 
lieve, Mr. Thatcher, that your 862 million figures must include the 
set-aside. 

Mr. ‘THarcner. I am sure of it, too, 

Senator ANDERSON. Yes. 

Senator Humpurey. It does not include what is in the pipeline, 
though, does it, that 862 million ¢ 

Mr. Tuarcner. No. 

The CuarrMan. Are there any further questions, Senator Johnston ? 

Senator Jonnsron. No further questions. 

The CuatrMan, Senator Young? 

Senator Youne, Yes. 

Mr. Tuarcurr. May I add something to this matter? I should 
also like, if you care to see it, to give you for the record the 4 years’ 
change in carryovers and produc tion including the imports of wheat, 
corn, barley, oats, grain sorghum, and so forth. 

The CuairmMan. That will be put in the record at this point. 
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Four years’ change in carryover and production plus imports, 1952-56 


Carryover Production plus imports 
1952 1956 1956-52 1952 1955 1955-52 
I, Food grains Percent Percent 
1. Wheat million bushels 256 1,043 410 1, 321 942 71 
2. Rice million bags, hundredweight 2.0 30.8 1, 540 48.5 53.5 110 
3. Rye : million bushels 3.9 18.8 480 21.6 32.7 152 
Total million tons_.|. 42.9 32.0 75 

II. Feed grains 
1. Corn... ; million bushels._} 487 1,119 230 3, 280 3, 186 97 
2. Barley... ; do 73 154 210 251 4il 164 
3. Oats do 283 340 120 1, 329 1, 596 120 
4. Grain Sorghum do 10 91 910 83 233 281 
Total... , million tons_.| 20. 2 | 42.4 | 210 121.4 131.1 108 

IIT, Oilseeds: 

1. Soybeans ‘ million bushels 4 20 500 298 371 125 
2. Flaxseed ; do 11.5 6.8 59 30. 2 40.6 135 
3. Cottonseed. thousand tons 137 250 182 6, 190 6, 043 Qs 
4. Food, fats and oils million pounds 880 775 | &S 9,333 | 10, 645 114 
V. Cotte vustasaee thousand bales 2,789 | 13, 300 480 | 15,139 | 14, 663 a) 


Commodity Credit Corporation stocks as of Dec. 31, 1952 (from price support 
inventory of that date) 


Wheat se Ai Bice excel Ds tesco ih clMlelccs canons ail oneness en ae 
Corn ikl MA cals Se alien bie A bo patti A btericen dubteiin attests ....-d0.... 279, 824, 000 
Cotton_ sss in i tess een ei hg fc bys pens ea ta hen Wale Ds ie 
Feed grains: 
ce caiaiiiaiias ion tee ipasabceitisintn asiitieahins ops. a. ca 
CA a bachcteettinwine ces (ee Ae dae ek ee ee 4, 496, 000 
Rye eee etic he CUS ee Cea 35, 000 
i i bie entieatlea cate ._._._.....hundredweight_- 194, 000 


RICO... «.-sisiecenatnilcaiee I ceiathcta ois haiematitentacioee ince ceentnsinttpeapeneeeidecwes MOIUUNEEI has < Si, anh 
Oils: 
Cottomseed_ 22... : cnlatiie can ___.d0_._.. 275, 873, 000 
DAD enininccehitindanaeta si bchareilictbdeceigd iretivendntsenteberaiiatenssalaass. “Eien ae Cn 


Carryovers, production and imports, total supply and total disappearance for 
crop years 1952-55 


{In millions] 


Carryover Carryover 


Food grains beginning | Production| Imports a Total dis- end of crop 
of crop year supply ippearance year 

1. Wheat (bushels) 
July 1, 1952 256 1, 200 22 1, 576 1,014 562 
July 1, 1953 562 1, 169 6 1, 738 R35 902 
July 1, 1954 902 985 4 1, 877 R56 1,021 
July 1, 1955 1, 021 938 t 1, 963 920 1,043 
July 1, 1956 1, 043 

Rice (bags, hundredweight) 

1952 2.0 48. 1 4 51.8 50. 2 1.5 
1953 1.5 52.6 4 96, O 48.5 7.6 
1954 7.6 64, 2 cs 71.9 45. 2 26. 7 
1955 26.7 53. 4 I 80. 2 49.4 30. 8 
1956 30.8 | 

3. Rye (bushels) 
July 1, 1952 3.9 16.0 5.6 25. 5 19.2 | 6.3 
July 1, 1953 , 6.3 18.2 13. 5 37.9 23.0 14.9 
July 1, 1954 14.9 24.3 3.5 42.7 26. 6 16.1 
July 1, 1955 16. 1 29. 2 3.5 48.8 30.0 18.8 
July 1, 1956 18.8 | 

4. Total food grains (tons): 
1952 41.9 . 
1953 : 38.3 | } J . 
1954 x. ] | 33.5 wh . | 
1955 ; 31.7 
1956 
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Carryovers, production and imports, total supply and total disappearance jor 


Feed grains 


1. Corn (bushels) 
Oct. 1, 1952_. 
Oct. 1, 1953_- 
Oct. 1, 1954. - - 
Oct. 1, 1955_. 
Oct. 1, 1956 
2. Barley (bushels 
July 1, 1952 
July 1, 1953 
July 1, 1954 ‘ 
July 1, 1955 i 
July 1, 1956... 
3. Oats (bushels) 
July 1, 1952 
July 1, 1953 
July 1, 1954 
July 1, 1955 ad 
July 1, 1956 " 
4. Grain sorghums (bushels): 
Oct. 1, 1952 
Oct. 1, 1953 
Oct. 1, 1954 
Oct. 1, 1955 
Oct. 1, 1956 
5. Total feed grains (tons) (re- 
spective crop years): 
1952 
1953 . ws 
1954. ..... —— 
1955 . 
aie 


crop years 1952-55 


{In millions} 














Carryover ™ | om | Carryover 
eee ~ Total | Total dis- |. ee 
loferop year Production | Imports | supply | appearance = 
inqpunsbeisnseliiadhties sainminassiian sori lntibonn boii 
| 
487 3, 279 1 3, 767 2, 998 769 
769 3, 192 1 3, 952 3, 043 920 
920 3, 010 l 3, 931 2, 907 1, 024 
i 1,024 3, 185 1 4, 210 3, 108 1,119 
| 1,119 apie i A eneaciitine ; 
73 226 25 324 273 51 
51 | 243 38 332 261 71 
71 371 24 466 336 130 
130 391 20 541 387 154 
154 Sa a | 
| 
283 1, 260 69 1, 612 1, 358 254 
254 1, 209 80 1, 543 1,310 233 
| 233 1, 497 20 1, 750 1, 435 315 
| 315 1, 576 20 1, 911 1, 571 340 
| 340 ° ae 
10 83 93 86 7 
7 109 117 95 2 
22 216 | 242 168 74 
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Carryovers, production and imports, total supply and total disappearance for 


1. Soybeans (million bushels) 
(seed only) 
Oct. 1, 1952 


Oct. 1, 1953 


Oct. 1, 1954... 
Oct. 1, 1055..... 
Oct. 1, 1956-_-.-- 
2. Flaxseed (million bushels) 


(seed only): 
July 1, 1952 
July 1, 1953 
July 1, 1054 
July 1, 1955 
July 1, 1956... 
3. Cottonseed (thousands 
(seed only): 
Aug. 1, 1952... 
Aug. 1, 1953... 
Aug. 1, 1954 
Aug. 1, 1955 
Aug. 1, 1956 
4. Food fats and oils (million 
pounds) (butter, lard, cotton- 
seed oil, soybean oil, and 
others): 
Oct. 1, 1952 
Oct. 1, 1953 
Oct. 1, 1954 
Oct. 1, 1955 
Oct. 1, 1956 
5. Cotton (thousand bales): 
Aug. 1, 1952 
Aug. 1, 1953 
Aug. 1, 1954 
Aug. 1, 1955 
Aug. 1, 1956... 
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tons) 





1 Not available. 


crop years 1952-55 
a Arce 


Total 
supply | 











Carryover 
| beginning | Production | Imports 
| of crop year 
4 TED. ib sopind oon 
10 269 
1 342 
10 371 
1 
11.5 30. 2 
10.0 36. 7 
14.0 40.8 
11.2 40.6 
66 t..csu- 
137 6, 190 
155 VOR): | iadmae< 
229 5, 709 
209 6, 043 
250 , 
880 9, 333 45 
1, 589 9, 473 61 
1, 608 9, 808 89 
960 10, 645 50 
TE Wiirsdbience ie at 
2, 789 15, 139 (‘) 
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6, 903 
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11, 123 
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17, 928 
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23, 424 


292 10 
278 1 
333 | 10 
361 20 
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Mr. Tuarcuer. I have a full tabulation here beginning with the 
stocks on hand when Secretary Benson took office. 

Senator Ture. Mr. Chairman, those references to the imports, 
would it be a lengthy statement if you read it, Mr. Thatcher, because 
not all will go back and read this record, and we are sitting here as a 
committee trying to formulate some ideas here as to what is necessary 
to incorporate in a bill. 

Mr. THarcuer. Senator Thye 

Senator ArkEN. That is the imports of price-supported com- 
modities ? 

Mr. Toatcuer. Yes, sir. 

Senator Thye, these statements include what you have asked for. 
For the record, you will have all of it beginning in July 1952, down 
to date. 

Senator Tare. Splendid. 

Senator A1ken. Will you tell us, has there been an increase in the 
imports 

Mr. Tuatcuer. No. 

Senator ArkEeNn. In the last 4 years? 

Mr. Tratcuer. Oh, yes, in the last 4 years, we had some very sub- 
stantial increases. But I thought you meant this year compared to 
last. 

Senator Arxen. I mean, year by year. Senator Thye and Senator 
Mundt know that there were imports which ought not to have been 
permitted to come in about 4 years ago. 

Senator Tuy. That is what I had reference to, you see, that it would 
be well if it is reflected in a statement, because we have some very 


able press folks here, and the public needs to be informed about all 
of these questions if we are, as a committee, to have public acceptance 
of what we finally recommend, if it involves money. And here the 
press are the best medium of getting this story to the public. 
Now, [ have been criticized too many times for being too much for 
agriculture, and I want agriculture’s problem laid before the public 
so that the a ‘an understand what the agricultural group is faced 


with as well as what this committee is faced with. 

Mr. THatcuer. If there had been no imports of barley or rye or 
oats, there would not be a bushel of barley or oats or rye in the hands 
of CCC today. 

Senator Tuyr. That is what I wanted you to say, Mr. Thatcher, be- 
cause the reason why the imports were permitted was a good-neighbor 
policy, and the good-neighbor policy contends that our industrial out- 
put goes back into those countries, and we have taken those countries’ 
surplus production and brought it in here in competition with an al- 
ready oversupply of foods and fibers. 

Mr. Tuatcuer. And if you include the feed wheat with that 

Senator Ture. Yes, sir. 

Mr. TrHarcuer. If you include the feed wheat, the oats, rye, and 
barley that have come in from Canada—if they had been excluded— 
you would not have much surplus grain in the Government’s hands to- 
day, because way over 500 million bushels came in since 1948. 

Senator Ture. Thank you, Mr. Chairman. 

I apologize to Senator Young for interposing myself on his time. — 

Senator Youne. Mr. Thatcher, I want to commend you first for a 
very good statement. I think it was a constructive statement. You 
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give the administration credit where credit is due, I think, on the new 
proposals, and you propose in addition what you think to be necessary, 
an adequate program to help farmers. It is one of the best statements 
presented so far. 

Now, Mr. Thatcher, you were taken to task a bit ago for having your 
name attached to some document along with many ‘others. I wanted 
to say to you that I, too, and I think all of us, are guilty of getting our 
names attached to documents which we do not entirely believe in. 
And my latest offense, if it is one, is having my name as a cosponsor 
ona Republican farm bill. 

I did it, Mr. Chairman, in order to get the administration’s proposal 
before the Congress. I do not believe in all that is in it, and I may 
say further that section 106, to my knowledge, was neither in the 
President’s message nor in Secretary Benson’s message. 

Senator A1ken. Let me say, Senator Young, if I had been here the 
other day, I would have suggested that that section come out. If I 
had seen it before it was introduced, it would have come out before it 
was introduced, because it would nullify the purpose of the whole bill. 

Senator Younae. Yes, indeed. 

Senator Ture. Mr. Chairman, if the Senator will permit at this 
time, I look upon this bill like all the other bills. It is like so much 
material that has been brought in to the workman’s bench, whether 
he be a carpenter or a cabinetmaker. It is something for us to work 
with in the fabrication of a legislative bill. 

Had I known that that paragraph was in that bill when the tele- 
phone conversation from you, Senator Aiken, was had, I would never 
have been a cosponsor of the bill. 

Senator Aiken. If I had known it was in there, I would not have 
asked you, Senator Thye. 

The CHairman. There is an easy way to cure all this. Just with- 
draw from the support of it. 

Proceed, Senator Young. 

Mr. Tuarcurr. May I say something ? 

Senator Young. Yes. 

Mr. Tuarcuer. Since we are on the subject of supply and demand, 
may 1 at this point add a statement on that matter, with respect to that 
matter, by Secretary Benson / 

The CuarrMan. Yes. 

Mr. Tuarner. It is in a summary of his speech of October 28, 1955, 
given at Moorhead, Minn., and in a note to editors put out by the 
Department of Agriculture is item No, 7, which reads as follows 

The Secretary states that this year there will be close balance between produc- 
tion and consumption of the total production. The present indication is that 
consumption and exports will absorb 99 percent of all we produce, and only about 
1 percent will be added to carryovers. 

I think it is a good statement. 

Senator ANprerson. What year does that apply to? 

Mr. Tuarcuer. 1955. 

Senator ANDE AON How did the year come out ? 

Mr. Tuarcurr. I donot know. But I think he was meaning here— 
I assume he meant feed grains. 

Senator Arxen. No. I think that referred to overall agricultural 
production. 
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Mr. TuHatcner. Then that shows we are pretty close to balance in 
supply and demand. 

Senator Arxen. I think we are. 

Senator Youna. Mr. Thatcher, I notice in your statement that you 
state that we have an investment of approximately $8 billion in agri- 
cultural surpluses. 

Mr. TuHarcuer. Yes, sir. 

Senator Youne. That statement is in accordance with what most of 
the witnesses have told us. I think it is a bit misleading in a way, 
however. 

Now, on November 30, 1955, we had eight-billion-two-hundred-and- 
six-million-odd dollars invested in loans and what CCC had accum- 
ulated in surpluses. Now, the total investment in commodities was 
$6,130 million, and the loans outstanding were $2,076 million. 

So, many of these loans will be redeemed, and the $8 billion does not 
represent a true figure on surpluses held by the Federal Government. 
In other words, the Federal Government holds about $6 billion. 

Mr. THatcuer. Well, let us assume that they will own $8 billion. 
On that investment, they may have a considerable loss. The figure 
you permitted us to put in the record, as to what we think would be 
a safe reserve to set aside, based on current prices, is $5.2 billion. 
That amount would call for storage charges of somewhere around 
$150 million to $200 million a year. 

I want to make this further comment about the present cost of $1 
million a day for carrying Government stocks. For carrying this 
adequate, or maybe excessive, supply of food and fiber for the people 
of this country, that only represents $2 per capita per year. The 
cigarette smokers alone will pay twice that much just in excise taxes in 
1 month. The $1 million a day for farm storage is only 1 percent of 
the defense budget per day. ‘That is to say, the defense budget runs 
$100 million a day, and the cost of this farm storage program is $1 
million a day. Maybe it is too much, but certainly in relation to the 
defense budget, this cost for food and fiber that ought to be on hand 
to protect the people is not high. It is only 1 percent. 

The CHarrMan. Proceed, Senator Young. 

Senator Young. Mr. Thatcher, our imports of oats, barley, and 
rye—— 

Mr. THatcuer. I cannot get your question. 

Senator Young. Our imports of oats, barley, rye, and feed wheat in 
the last 5 years have been in excess of 500 million bushels, as you 
know—— 

Mr. TuHatcuer. Yes. 

Senator Youne (continuing). Or a half billion bushels. 

Mr. THatcuer. Yes. 

Senator Youne. We have practically no duty now on imports of 
feed grains from Canada, as you know. It is very low now. 

Mr. THatcuer. Yes. 

Senator Youne. And Canada has no program to restrict their 
farmers’ production. 

Do you think it would be wise for the United States—— 

Mr. Tuatcuer. They have a restriction on what they may market. 

Senator Ture. But there is no restriction on their production? 

Mr. Tuatcuer. No. The farmer can plant on the farm as much as 
he wants to, but there is a limit to what he can take off the farm. 





3650 PRICE-SUPPORT PROGRAM 


Senator Youne. But they have no acreage reduction program / 

Mr. Tuarcuer. They have no acreage reduction program. 

Senator Youne. And no program to reduce production. 

Do you not think it would be a bit dangerous to ask our farmers 
to further greatly reduce their production, and with no protection 
against imports of feed grains? 

Mr. Tuarcuer. I think it is unfair. I think it is unrealistic. | 
am friendly to Canada, and I am friendly to reciprocal trade. I am 
friendly to all of the things that we ought to do to have peace, but 
| think it is just an unconscionable thing to bring imports into this 
country to depress our supported products, and pile them up on the 
costs of our farm program. 

[ think what we ought to do is to set aside some elevators and put 
all Canadian imports in those elevators and label them, “Friendly 
elevators, for international friendly relationships and peace and 
everything else,” but not assign the cost to the American farmer. 
Pay for the fr iendly relationships with Canada and pay for them 
openly and outright, and not put those costs into the figures about 
our huge surpluses, when so much of that surplus has been contrib- 
used from Canada. Now the public generally thinks our farmers 
raised all that stuff that is part of our present grain excess. 

It is as though Burma were shipping rice into this country to get 
the support price, if Burma raises rice, as I guess they do. 

The CuatmrmMan. Yes, in abundance. 

Senator YouNne. Weren’t import limitations in the form of quotas 
removed this year from oats and barley ? 

Mr. Tuatcuer. It was removed from oats and barley, and the day 
that that happened, our barley market froze at Minneapolis. 

Senator Arken. Senator Young, will you yield? 

Senator Youne. Yes. 

Senator A1ken. We have the figures put in the record showing the 
imports for 1955 and previous years. 

Mr. Tuatcuer. Barley imports from Canada down to the present 
time in this crop year are nearly 16 million bushels. 

Senator ArkeN. According to this, imports of grain into this coun- 
try were about a third as much in 1954 and 1955 as they were in 1952 
and 1953. 

Mr. Tuarcuer. That is correct, for those crop years 1953 was the 
highest. 

Senator Aiken. That is what I wanted in the record. 

Senator Young. But what I am trying to point out is 

Senator Arken. Mr. Chairman 

Senator Young. Senator, I would like to ask a few questions. 

Senator Arxen. I did not want the impression to get out that they 
were constantly permitting more to come in. 

Mr. Tuatcuer. We had a lot of Democratic imports coming in 
here. I want to get that on the record. We had a lot of Democratic 
imports from Canada, and a lot of Republican imports. I do not give 
a rap about which party it was, representing farmers. What I am 
concerned about is that these imports have come in and depressed 
our price. That is what I am interested in. 

Senator Youne. Imports have been reduced this year, because 
Canada did not have the oats to ship us. 
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Mr. Tuatcuer. And their market is higher than ours this year. 

Senator Youne. That is right. And what I am trying to point 
out is that quotas have now been removed, and it places our farmers 
in a dangerous position, to reduce their acreage drastically, and have 
no protection left whatever, or practically none whatever, against 
imports. 

Mr. Tratcuer. I do not think the Congress has any right to ask 
our farmers to curtail production and leave that gate open. To be 
on the level with our people who raise these products, I think all of 
these imports should be simultaneously excluded the moment you 
make arrangements for farmers to cut their production. 

Senator Youne. And may I ask just one more question? Then I 
will withhold any further questions. 

Would you be in favor of some kind of quality application to price 
supports, providing for some differentials in price to reflect quality ? 
For example, do you not think that it would be workable with wheat 
price supports if we provided 90 percent supports, say, or above, to 
farmers who seeded varieties of wheat which normally produce top 
quality wheat? Would that not be a step in the right direction ? 

Mr. Tratcuer. I would go the other way. I would exclude from 
qualification for loans the varieties that you do not want. I would 
go the other way. 

Senator Youna. Exclude them entirely? Or would you lower 
their supports? 

Mr. THatcuer. Well, if they are good for feed, I would put them 
in at their feed ratio. If they did not want them because there was too 
much feed, I would not take them. 

Senator Younac. Thank you. That is all. 

The CHarrMan. Senator Anderson. 

Senator Anperson. Mr. Chairman, I would like to question this 
witness a long time. We differ on a great many things, but I cannot 
forget that when I needed help badly in trying to gather up a few 
bushels of wheat to send to Europe, he was of tremendous help to 
me. And I appreciate that fact. 

What I was going to suggest, Mr. Chairman, was, if you would ap- 
prove it, that I would like to transfer my opportunity for questions 
to Senator Humphrey, who comes from his State and is very familiar 
with his problems. 

Just let me say that I like Mr. Thatcher even if I disagree with 
him. 

Mr. THatcuer. Well, I want to state for the record, I have a great 
regard for you. 

The CuarrmMan. Senator Thye. 

Senator Ture. Mr. Chairman, most of the questions that have 
occurred to me at the outset have been pretty well covered. The only 
one question that I would like to ask of Mr. Thatcher, other than first 
making the statement that you made an excellent statement on the 

uestion confronting the farmers, in your answers relative to some of 
these problems, and what has brought on the problems—— 

Mr. Tuatcuer. Thank you. 

Senator Ture. And I believe that we need to look upon this surplus 
question in a different light and get a different message out to the 
taxpayers and the general public. 
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We have condemned the support program to such an extent that 
we have made it an evil thing in the eyes of the general public rather 
than a blessing with which we are blessed, because we have an abun 
dance of food and fiber. We have no need of hungry people nor i]! 
clothed people, because we have the supply. 

That needs to be said. We reduce the inventory both in the in 
dustrial plants as well as inventories of equipment, at the close of 
World War II at any price that the public offered for it. And you 
have got inventories all over this Nation in the form of ammunition, 
military planes, and military ships. No one has made a public seanda! 
of that. But they have made the farm-support question a public 
scandal, 

Now, the question I would like to ask you, Mr. Thatcher, is this: 
How and in what manner should we set aside the diverted acres or 
idle acres, and in your opinion, what would be a fair and just com- 
pensation to the producer for laying idle acres, and how could we best 
go about determining what amount the Federal Government should 
pay as a rental for that diverted acreage? The farmer cannot lay 
idle acres, pay the taxes, pay the interest on the investment that he 
has, and then get no return in the attempt to reduce the overall agri- 
cultural plant. 

How do we go about paying a rental, and how much should it be 
on an acre, whether it be wheat or cotton or whatever it might be? 

Mr. Tuarcurr. In answer to your question, since I read in the 
papers about the plan to retire wheat acres, 1 have given a great deal 
of thought to that. Not for a million dollars a year—and I'd like to 
make a lot of money—could you hire me to administer that program. 

Senator Tuyer. It will have to be administered; we will ask some- 
body to administer it. 

Mr. TuHarcuer. | think it can be done in a better way. 

Senator Tuye. All right, that is what I want you to tell me. 

Mr. Tuarcner. I tried to translate the program to my own opera- 
tion and I suppose every other man who has a farm has tried to do 
the same thing and I am sure you have. 

I am already in the soil conservation bank in my own practices. 

Senator THyr. Before you start, 1 am a general farmer, as I super- 
vise. I have not been privileged to do much of the manual labor in 
all of my years on the farm because I have been with the land bank 
or | have been in Federal Government as well as State government. 

But last year, 1955—it was not an exact wisdom on my part—but 
I was quite certain that the production was going to be in excess of 
what domestic needs were. And here is the example, that in the 
farm operation we did not produce or farrow one pig in 1955. 

Even though the farm unit that was capable of farrowing 300 pigs 
in a year, even though we did not raise 1 pig, yet the pork market is 
glutted. 

Therefore, the farmer cannot as an individual protect himself or 
protect the Nation’s economy by his individual action. It has to be 
in the form of a national program. 

Therefore, we have to lay down a program that will have to be 
administered, and if it is administered—and you said you would not 
handle it for a million dollars, and you have got about one of the 
most fertile minds to imagine and to project yourself of any man 
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that I know in Minnesota, and if you are possessed with that ability 
and you would not handle it for a million, we are going to have to get 
somebody to handle it for a lot less because we do not pay out that 
amount. 

Mr. Tuatcuer. Let me give you the specific example of my farm. 
One man owns it and another Is the tenant. It has been converted 
from a onetime wheat farm to a livestock and grain farm, which is 
sound conservation, as you know. 

There are 100 head of cattle, and 500 acres of wheat is now down to 

273 acres, some by choice and some by curtailment. The tenant owns 
all of the equipment. He has depreciation charges of about $1,500 a 
vear. Most of his equipment relates to crop farming. 
* He is going to have that depreciation no matter whether we allow 
him 273 acres, or 150 acres. There are other costs, particularly tractor 
fuel. Even without any return on the investment to the owner, there 
must be paid enough on the acres taken out to compensate for the 
share of the depreciation on the machinery, and something for the 
man’s time. If he is going to reduce his output, something will have 
to be done to raise his income. 

You can meet that requirement for this acreage reserve, by an 
enhancement of the price of the wheat that comes oif the fewer acres. 
That is one way to do it. 

Or you can pay it out of the Treasury. That is another way to 
do it. In that case, I would assume that it would probably run to $12 
to $15 an acre, if everybody is going to be cut in, with the man’s labor 
and investment properly considered. 

Or you can put an excise tax on the wheat like you do with other 
products such as sugar, tobacco or alcohol, and get that into the Treas- 
ury, so the Treasury would not be depleted out of the general tax funds. 
Those are the things that can be done. 

I would rather see the use of excise taxes. I would rather see the 
consumers pay the right price for the goods they use, than the tax- 
payer. 

Senator Ture. Mr. Thatcher, is our farm plant too large? 

Mr. Tuatrcuer. No; I do not think the farm plant is too large if the 
farmer was only working on the average 40 hours a week like labor. 

Senator Truyr. No; that is true, but I mean at the present time with 
the method of operation and the hours that the farmer is still of the 
opinion that he must work, you are going to have to put in some time 
unless a means of controlling that di: airy cow is found because if you 
are the only man on that farm you either will milk Saturday and Sun- 
day or have an awful mess in that dairy on Monday. 

Mr. Tuarcuer. I think that is a very difficult question to answer. 

Senator Tuyr. Our farm plant, is it too large? 

Mr. Tuatcuer. The Secretary of Agriculture said we are within 
1 percent of balance of production and distribution. 

Senator Ture. But you see last year, Mr. Thatcher, we asked the 
wheat producers not to produce w heat and they complied a certain 
percentage; some of them in order to remain solvent, had to convert 
to barley or in some instances they converted to milo or maize, so they 
got back into the competitive field with the feed grains. 

And the man that converted from cotton and got into corn he mulli- 
fied what the corn restriction in the commercial corn areas had en- 
deavored in the reduction of the corn acreage. 

64440—56—pt. 8——24 
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Mr. Tuarcuer. Exactly as the United States Department of Agri- 
culture recommended that he do; he did that. 

Senator Tuyr. Exactly we laid down somewhat the regulations 
that the Department of Agriculture would administer under, because 
we enacted the regulations here in the Congress, but we are today 
faced with, I know of no other course of action, because I think we 
have got more wheat than we can reasonably handle momentarily, at 
least. 

Mr, Tuarcner. Part of it ought to be disposed of. 

Senator Tuye. I realize that we are going to have a terrible time 
unless we let you in on the Senate floor to carry the debate for us, 
and I do not know whether we are going to be good enough at the job 
to carry the debate on the floor to convince many of our colleagues 
that we do not need to reduce our overall acres. 

Mr. Tuarcuer. Are we to assume we are never going to have a 
year like 1934 and 19364 
" Senator Tuyr. That we must recognize, but I believe, Mr. 
Thatcher—or let me use this an an argument—lI believe the opinion 
here will be to reduce the acres, the total overall acres and get some 
laid into idle acres. 

[ believe that that is our problem. 

Therefore, I ask you, if that is our problem, could you project 
yourself over into our position and offer us a suggestion of how you 
would handle the idle acres that will be forced by the program and 
what compensation will we get for the idle acres that we are com- 
pelled by legislative proposal to do. 

Mr. Tuarcuer. I will state what I stated 2 years ago before the 
House Committee on Agriculture. I do not believe it makes sense 
to produce something that nobody wants. 

Senator Ture. That is right. 

Mr. Tuarcuer. If we determine that 45 million acres of wheat 
land is all that ought to be used in producing the kind of wheat that 
we want, why do we not cut it to 45 million? Why does it have to be 
55¢ Why not cut it to 45? 

Senator Taye. What will we do with the balance of those acres? 

Mr. THarcuer. Wait just a minute. That is only part of the prob- 
lem. The Government must intervene if we have surpluses, or the 
market price will wipe out the farmer and we will not be doing 
what the President recommends to preserve the farm family on the 
land. 

[ don’t think there is any such thing as half intervention. I think 
the Government should intervene intelligently like a businessman 
would operate, clear across the board or get clear out of it, one of 
the two. 

Senator Tuyr. You mean clear across the board, by that you mean, 
from wheat ? 

Mr. Tuatcuer. Allof the crops. 

Senator Tre. As to all of the crops? 

Mr. THatcuer. All of the crops. 

Senator Tryre. And try to determine the number of acres? 

Mr. Tuarcuer. A general plan. I certainly do believe that. 

Senator Ture. I would not differ too much with you there? 

The next question, how do we compensate for not planting? 
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Mr. Tuarcuer. You can’t nicely do it. With cotton you reduced the 
acres, but the yield was up and you got more cotton off fewer acres; 
is that correct ? 

The Cuarrman. That is correct but the Lord was good to us, Mr. 
Thatcher—it was 1 in 10. 

Mr. Tuarcuer. That we can’t know, can we. 

Senator Ture. No. 

Mr. Tuatcuer. We can’t nicely determine that. 

Senator Ture. Would you have a proposal of how we would ar- 
rive at what would be a fair and a proper compensation for that 
which we finally denied the producer to till and harvest a crop 
from ? 

Mr. Tuatcuer. As best I could I would project the production 
of these grain crops and then I would rewrite my parity formula, 
just like they have rewritten it figuratively for labor. 

If we are going to have fewer units to sell and these people, these 
farm families, are to be preserved in employment on the land, for social 
as well as economic reasons, if that is the policy of the Nation, then I 
would put in a higher percent of support. 

If you introduce the reduction in units into your parity formula, you 
might conceivably have a support price of $3 on wheat, raised on 40 
million acres. ‘The increase in the cost of the wheat in the loaf of 
bread would be nothing to speak of. 

I would raise the unit price because this fellow on the land is the 
same as anybody else, in the factory or even in the Congress, he will 
have to have enough money to live on or he will have to get out. I 
think that is plain sense. 

The CuatrMan. Senator Scott. 

Senator Scorr. No questions. 

The Carman. Senator Mundt. 

Senator Munpr. First of all, Mr. Thatcher, I would like to con- 
gratulate you on this family-type survey. I have read a great part of 
this little Bible and it has some interesting information. I do not be- 
lieve we can get too many facts on the farm problem and this comes 
right off the farm and I think it will be very helpful to us. 

I am glad you made it available. 

Mr. Tuatcuer. We are making a quick spot check in your State 
with the same panel members that are in this survey. The returns 
so far received were brought down by plane last night. 

I think they show a decrease of 7 percent in net income. That is 
from returns from more than 10 percent of the farms reported on in 
this book. 

Minnesota is down 7 percent. And Wisconsin is down 13 percent. 
North Dakota and Montana are up about 5 percent due to bigger crops. 

Senator Humrurey. Is that from 1954 down to 1955? 

Mr. Tuarcuer. These figures are for the year ending December 31, 
1955. 

Senator Munpr. Do you have them firmed up and checked? I think 
we would like to introduce them in the record to supplement what you 
have said. , 

Mr. Tuatcuer. I can just give you the preliminary indication be- 
cause it will take some time to get complete figures. 

Senator Munpr. I saw in one of the local South Dakota papers the 
other day that our income is down 5 percent. I do not know whether 
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that was the State college survey or the Department of Agriculture 
survey. 

All of that jibes pretty well with what you have found on your spot 
check. 

Secondly, I am very much intrigued by the emphasis you place o: 
what I would call this strategic reserve of foods and fibers. This is 
nothing new in the cold war. “We do that in metals. We have worked 
out a pretty good program of sealing off these stored metals which are 
accumulated in the stockpile for possible emergency use. 

I have felt for a long time and so stated that ‘T think a strategic r 
serve of foods and fibers which are sealed off from the market are just 
as much a part of the legitimate defense program as a strategic reserve 
of bombs or planes or ships. 

And I think that we should be able to work out a formula which 
would keep that strategic reserve from being a so-called surplus to 
depress the market the same as we have done in metals. 1am glad you 
placed emphasis on that. 

It seems to me that a year ago or 2 years ago, when the Department 
of Agriculture came up with this set-aside idea, they took about half 
astep inthe right direction. Let us take the other half-step and get it 
into strategic reserve instead of set-aside and seal it off. 

Do you feel if that could be _ as an experienced grain man, so 
designated that we could hold—I do not know about the size; you say 
it should be 500 million bushels of wheat, some might say 400, some 
might say 600, but a committee of experts should be able to agree on 
some figure, and once it was determined, do you think that could be 
held and not hi ave any impact ? 

Mr. Tuarcner. Ido. If I were general manager and you were my 
board of directors, I would recommend to you after serious considera 
tion of this whole question that the whole country be notified that not 
a pound of stuff in the hands of the Federal Government is for sale. 
It isto be frozen right there for the time being. 

Senator Munpr. Probably could be rotated in and out except 
for that. 

Mr. Tuarcurr. Yes. Then I would take the next 2 or 3 years, in 
addition to the programs we are talking about, to work off slowly 
what we later determine as excess. The instant that the whole trade 
was aware that was the firm policy of the United States and that it 
was going to be for a period of years, because we are going to lick this 
thing, you would find the trade moving in to buy their normal supplies 
that they used to carry but which the Government now carries. 

For illustration: We were all on notice last year that the support 
price of wheat was going down 18 cents a bushel on the new crop. All 
of us in the business tried our best to get rid of every bushel we could 
so as not to carry over any against that decline in price. 

I was running trucks all over the Northwest, a very improvident 
way of moving stuff in, to get rid of it so I would not get caught with 
it. We were stuck with around $250,000 to $300,000 of a particular 
wheat we just could not get rid of. Everybody else, every prudent 
businessman, ws as doing the same thing. 

We are coming to the crop of 1956, and everybody is on notice that 
the support price is to be 27 cents a bushel lower yet. I was just talking 
with one of our wheat men who is here to answer questions I think 
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may arise, and he says they are beginning to feel that cut already, 
even though harvest is months away. 

Now, the mills are beginning to ease out and buy as niggardly as 
possible, because nobody wants to own wheat that is going to be 27 
cents a bushel next summer. You will see it refleeted in the distant 
futures in the wheat market. 

Senator AnpERsON. Twenty-seven cents less ? 

Mr. Tuatcuer. Yes; going from $2.08 to $1.81. Everybody is on 
notice not to own wheat. Any prudent businessman is going to divest 
himself of property where he knows the price is going down. The 
result of it is that the Government carrier the whole load, every bii 
that we can push onto the Government, naturally. 

The CuatrMaNn. May I suggest an amendment to the statement you 
just made about sealing it off / 

If we were to let the foreigners know that we were not going to give 
them this wheat that might have an effect on exports. 

Mr. Tuatrcuer. Who knows it better than you do? Every buyer 
in the world knows. 

The CuarrMan, Let the world know. 

Senator Munpr. The strategic reserve would do exactly that—this 
would be for your national defense in case of wartime emergency, or 
our domestic use in case of a serious nationwide growth. 

[ am hopeful that this commttee can do somethng in that regard. 
| read in the President’s message a little phrase that indicated that it 
might have his support. 

He was thinking about it. He talked in terms of keeping some for 
emergency purposes and so forth. Keep it like you keep these stock- 
piles of metal. Do not turn them into the market unless there is 
some emergent need. 

Now, turning to a different point—— 

Mr. TuHatcuer. In connection with that, we are pretty substantial 
handlers of grain. For the year ending May 31, last year, we handled 
over 100 million bushels. We are in constant touch with the trade 
all of the time—the processors, our competitors, and all. 

This is common discussion, what I am laying out here, when they 
talk. They think the programs and the policy are plain nuts. 

They do think that. 

Senator Munpr. On page 2 of your statement, Mr. Thatcher, you 
said: 

The farmer’s cooperation to make such an acreage reduction program effective 
will rest on the attractiveness of the incentives offered him. If these rewards 
do not increase the farmer’s take-home pay, he will turn his back on the program. 

That certainly is a statement of fact. 

We have had discussions both ways on this soil bank, acreage reserve, 
conservation reserve concept, which I think all around this table feel 
is going to be in the new bill in some way or another when we write 
it; ‘that j is, I mean some phase of it. 

I would like to know the argument—some say it should be volun- 
tary, some say it should be compulsory. Do you have any expression 
on that? 

Mr. Trarcuer. As I said a while ago I do not think there is half- 
intervention when the Government intervenes and I don’t think there 
is half-compliance. 





3658 PRICE-SUPPORT PROGRAM 


If the Government is going to fully intervene for full parity, then 
I think the farmers have to fully comply. If they don’t 

Senator Munpr. Does that mean that you believe there should be 
compulsion that the farmer go into this acreage conservation program ¢ 

Mr. Tuatrcuer. No, I think he should stay out of it entirely if he 
wants to. 

Senator Munpr. That is, voluntary? 

Mr. Tuarcuer. Yes. But if he comes in, he takes the whole Govy- 
ernment program. He just does not pick pieces of it, if the Govern- 
ment program is complete parity. 

Senator Munpr. You are using Charlie Shuman’s definition of 
voluntary, which to me means compulsion. He said that it should 
be voluntary but he had to go in there. 

Mr. Tuatrcuer. I would provide a lack of incentive for the farmer 
that stays out. That is for sure. 

Senator Munpr. I would like to put a bigger carrot out in front 
of the house so that he would have to go into it voluntarily. 

Mr. Tuatcuer. I would provide ways—I am sure that I could think 
up ways and means to make it worth his while to be in. He would 
suffer plenty if he were out. 

The Cuarrman. Any further questions? 

Senator Anprerson. The wheat certificate plan would be one way. 

Mr. Tuarcuer. The wheat certificate plan was a good example— 
you are absolutely right. 

Senator Munpr. No. 6 

Mr. Tuarcuer. I hope you remember that when you sit here. 

Senator Anpgerson. Very well. I had to remind you of it just now. 

Senator Munpr. Point No. 6 is one that some got into a heated 
controversy on before this committee and on which I am certainly 
still open-minded. 

As I read it, you think we should retain the present provision in 
the law; in other words, sales in the domestic market should not be 
made at less than 105 percent of the support. 

Mr. Tuarcuer. We can give you competent testimony on that. 
You should not take it out. There is another provision, No. 7, which 
goes together with that. 

None of these deals between the Commodity Credit Corporation 
and the trade, the processor, should be private. 

And I want to say right there that I have the greatest regard for 
all of the men I know who are handling the program for the CCC. 
They are fine fellows; I like them; I do not impute anything peculiar 
about their transactions at all. I think they are high-class men. 

But I say this: It isn’t in accord with Government practices and 
policy or Government ethics for a representative of the Government 
to make an exchange privately with a processor, swapping wheat the 
processor has bought knowing he doesn’t want to process it. 

He does that knowing at the same time that the Government has 
wheat on hand he would like to process. And so they arrange for an 
exchange. 

I think this is all honestly done. I want to say that. In making 
the exchange, under the law, the representative of the CCC has to 
take the apport price, add to it 5 percent, and the accrued cost for 
interest and storage. 
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In addition to that, he adds premium values as determined in the 
CCC loan schedule. 

Almost constantly, the premium in the loan schedule is much less 
than the cash premium at the market place, much less. 

So this procedure, even at 105 percent, has a very serious depressing 
effect on the prices of premium grain, costly to the producers. 

Now let me illustrate. The CCC now has very little high protein 
wheat. I happen to have some wheat out on the farm. I had 
sample sent in. It grades only No. 3, but because it has a high protein 
content of 17.4 percent, on the day they checked the sample, it was 
worth 29 cents a bushel over the No. 1 futures price. 

If, however, the Government still had a lot of that wheat which 
they heretofore traded off, if they had that in their hands and would 
offer it in the exchange at the support price, plus 5 percent, plus the 
carrying charges, plus the loan value premium, that 29 cents premium 
on my wheat would be knocked clear down. 

Senator Munpr. You are taking me into a little different pasture 
from the one in which I was seeking to browse here. 

Mr. Tratcuer. I want to get you in the one in which we live in 
the market place. 

Senator Munpr. In South Dakota where they have pretty much of a 
drought, the farmers are trying hard to buy some of this Commodity 
Credit wheat at less than 105 percent of support prices. 

You know there are proposals before us to make it possible for 
them to do that. I think you would oppose that. 

Mr. TuHatcuer. Why not go on the cash market and get it? Corn 
is way down on the loan value. 

Senator Munpr. It was not there. 

Mr. THarcuer. It has been all fall. It has been down 50 cents 
under the loan value. That is about all fall. I am interested in your 
situation there, as you know. 

Senator Munpr. Yes. 

Mr. THatcrer. I would even possibly give it to them but I would 
not make it a reduced price. I would loan it to them and let them 
pay for that in years ahead. I would not destroy the cash market 
by turning the Government loose to sell at any price they want to 
sell at. 

The Cuarrman. Senator Humphrey, any questions? 

Senator Humpnrey. First of all, 1 want to express my thanks to 
Mr. Thatcher for his testimony, and join with Senator Mundt in 
commending Mr. Thatcher on this survey. As Mr. Thatcher knows, 
I had the privilege from time to time of discussing with him and 
with some of his staff some of the preliminary findings in this survey. 
This is the sort of thing that the Ruiaonud ought to be doing, and 
it is not doing it. 

And that is why I have suggested that the Council of Economic 
Advisers as set up under the Employment Act of 1956 do this kind 
of work so that a private organization does not have to come in here 
and present this kind of information when it ought to be fully avail- 
able on a contemporary basis at least once a year, maybe twice a 
year, from the Government of the United States. 

I was interested, Mr. Thatcher, in your comment on what has been 
happening in the trade, in reference to the supply of commodities. 
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My question, and I have worked out some questions for your testi- 
mony here, may I say, after having looked over your book, my question 
is this: 

Normally, what does the grain trade carry as inventory or as the 
Government now terms everything in reserve, “surplus”? I mean 
what do they call as inventory ? 

Mr. Tuatrcurr. Normally, we used to carry easily, talking in terms 
of wheat—— 

Senator Humrurey. Yes, let. us talk wheat for a minute. 

Mr. Tuarcuer. Normally, we used to carry 300 million without 
being bothered. That would begin with the farmer, then the local 
elevator, and the mills and the terminal, and so on. 

But for the purpose of the record, the statement I filed, to be per- 
fectly safe about it, we used 200 million. 

Senator Humpnrey. What would you say would be the normal pri- 
vate grain trade oes today ? 

Mr. Tuarcurr. Go back with me for 25 years. No, 1930 was not 
too normal. When I was in the milling business, I was way back, we 
used to carry a visible supply of around 150 to 200 million plus some 
back on the farms. 

I was always accustomed back through the years of taking the carry- 
over at 300 million bushels, and nobod y seemed to be concerned about 
it. That was the full pipeline. 

Senator Humprnrey. Let me ask you this: Is there a tendency at the 
present time for the private grain trade to rely upon the Government 
to do its warehousing, so to speak, to have its holdings? 

Mr. Tuarcuer. Yes, it is. For the obvious reason: Because they 
can get stocks back from the CCC when they have them. 

Or they can accumulate some grain which they know they are not 
going to mill and trade it to the Government when they know the 
Government has got some of the good stuff, 

[ am not complaining about that. Tf the mills can’t get it, then there 
ought to be a method whereby they can get it. But in selling it to 
the trade it ought to be done openly and competitively on the trading 
floor, and without regard to the CCC loan schedule of premiums. 

Senator Humpurey. A man that I know in Minnesota, one of the 
large processors of a particular commodity, told me recently that it 
was not unusual at all for him to formerly carry an inventory of this 
particular commodity of ten to fifteen million bushels, and now he said 
he does not carry half a million bushels. 

He does not have to. He says that the Government has it.. And the 
Government keeps fooling around with the price so much that it is 
unwise for him to carry it. So when he does exporting business he 
makes the deal on an export contract, and then he just comes in and 
gets it out of the Government stores. 

Mr. Tratcrer. That is common with all of the exporters to do that. 
He is an able businessman and prudent businessman and knows how 
to handle his business. 

Senator Humpnrry. Is this not one of the reasons that the so-called 
surplus gets so big when they talk about doubling surpluses ¢ 

Mr. Tuarcner. It gets big in the hands of the Government. In 
addition to that, if you take the total supply—we are talking about 
wheat—it is big. On the basis of a permanent reserve of 500 million 
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and 200 million to be carried by the trade, there is still 362 million too 
much that ought to be rid of. 

There is too much wheat, unless if Congress decided that 800 mil- 
lion permanent reserve that ought to be carried, then there would be 
no problem. 

Senator Humpnrey. Maybe I am not myself informed on this. I 
recall when we had discussions on the set-asides. It was my under- 
standing that the set-asides were exactly what they were called, set- 
asides, and yet they have been inc luded as part of "the total what we 
call the surplus picture. 

Why do you name something as set aside in the law if you are 
going to continue to call it a surplus? 
~ Mr. Tuarcuer. Well, they should call it a surplus as long as they 
carry on the practice of selling it back in the market place. 

Senator Humpurey. I was of the impression that the set-aside was 
set aside. That’s the way it should be. Maybe I am just old- 
fashioned on this. 

Mr. Tuatcuer. It is not a firm set-aside. I think it is fair to say 
it is a bookkeeping set-aside. 

Senator Humpurey. You are recommending that we set aside as a 
sealed ironclad security reserve a certain amount of feed grains and 
wheat and other commodities right down the line? 

Mr. Tuarcner. And I am also saying that the Federal Govern- 
ment should stay out of carrying on commercial business in the domes- 
tic market. 

Senator Humpurey. I think that is generally concurred in by the 
trade and that is why I gathered that: you feel that the trade feels 
that the program as being carried on is plain nuts. 

Mr. Tuarcuer. I think if the Government wants to dispose of some- 
thing, they should go to the accustomed market places, such as Kansas 
City, and dispose of it with the counsel and cooperation of the trained 
men in the Kansas City market. 

They are trained. They have put in their lifetime at it. They 
will do it for a nominal fee, whatever it is, one cent and a half a 
bushel. The Government will net very much more money than they 
will relying on the process they now use. 

The Cuairman, I notice in your statement you do not want to over- 
rule the restrictions of 105. 

Mr. THatcuer. They would have to stay by that restriction. 

The Cuarrman. How would they do that if they did not get that and 
more? 

Mr. Tuarcuer. The sales should be done openly. 

The CuHarrMan. You want to retain the section ? 

Mr. Tuarcuer. To the extent that you move the 105 down, I will 
stay here and testify for a year, you will move down the price at the 
market place. 

Senator Humpurey. As I gather from your statement, and your 
further testimony, you are surely opposed to the section 106 in the bill 
that was presented, the administration bill. I gather that is your 
statement, 

Mr. Tuatcnuer. Yes, I am sure whoever thought that up had not 
spent much time on it. 

Senator Humpnrey. I have been investigating a little bit as to 
who thought it up and I gather that this was a budgetary adjustment. 
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Mr. Tuatcuer. I think that was thrown in quickly because Sena- 
tor Aiken said here a while ago that did not belong in the bill. 

Senator Humrnrey. That may be so. I appreciate that but it 
seems to me- 

Senator A1KEN. Section 106 has to be radically revised or elimi- 
nated, and if I had read it before putting the bill in, it would have 
been taken care of then. 

Senator Humpnrey. I understand; that happens when we intro- 
duce bills. I think it indicates a philosophy of economic thought that 
has consistently crept into consideration of this agricultural program. 
We were led to believe in testimony that all of this was going to be 
done at parity price levels. Now we find otherwise. 

Mr. Tuatcuer. Obviously that was put in there to make it easy for 
the CCC to quickly get hold of money to do business. 

Senator ArKen. It is possible after the first year or two that that 
section could be used ; however, if used the first year, there is a strong 
possibility that it could defeat the purpose of the whole bill. 

Mr. THatcuer. Senator Aiken, don’t ever support the idea that 
the Secretary of Agriculture should engage in commercial processes 
in the domestic market. It won’t work. I don’t care who the Sec- 
retary is. He just can’t compete with all of the trained experts all 
over the United States. They will take the United States Govern- 
ment’s vest as well as shirt. 

Senator Arken. I think that you are right about that. I think 
the real farm cooperatives are in the best position to compete for the 
farmers in that field. 

Mr. THatcuer. You have got a staff of men in these market places, 
Kansas and Chicago and Minneapolis and everywhere, men with capi- 
tal, men with brains, with experience, with facilities—let coopera- 
tives and their competitors all compete on this. With that kind of 
competition the Government will come out much better than if they 
do as now. 

Senator Humpurey. My concern is this: There is such a compelling 
urge here to dispose of all surpluses, that it appeared to me that this 
provision was designed essentially to have the Government get rid of 
the surpluses, regardless of the consequences, and, at the same time 
maybe get rid of a lot of farmers because this type of provision would 
drive the market down to an alltime low. 

Mr, Tuatcuer. This market is already depressed by what is going 
on. 

Senator Humpnrey. We are all in agreement that that is a provision 
that would better never have been printed. 

In reference to corn, as a basic commodity, and supporting other 
feed grains in line with their feed value relationship with corn, I judge 
that is your view—that we should support other feed grains in terms 
of their feed ratio or relationship to corn; is that correct ? 

Mr. Tuatrcuer. I think you have very good demonstration of what 
happens, when the prices get out of relationship. You get oats, barley, 
and grain sorghums used instead of corn. It concentrates the surplus 
in corn instead of having some in these other commodities. 

I think you have to support all feeds across the board. If you are 
going to get a firm price for hogs and cattle, you have to have a firm 
price for what goes into the hogs and cattle. I believe that. 
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Senator Humeurey. Do you think we should write that into the 
law ¢ : ; 

Mr. Tuatcuer. Yes, sir. I’d feel better as a cattle producer if I 
knew that was going to be a firm price. You would feel better as a 
hog producer if you knew you were going to have a long-time firm 
price. ; ; 

Senator Humpurey. I believe that we need a mandatory pro- 
vision. : 

Mr. Tuatcuer. I am not talking about meat products at all as to 
price supports. Let us make it clear. Secauhy 

What you have to do in that regard, I think, is to have compensatory 
payments when necessary to help the farmers over a bad situation. 

Senator Humpurey. Mr. Thatcher, I have expressed concern here 
and many others have over the breakdown in the corn program, by 
rather substantial sales of corn designated in danger of spoilage. 

There is a provision in the law which pee the Secretary when 
there is grain that is spoiled to dispose 0 it, and to dispose of it be- 
fore it gets spoiled if it looks like it is going to get spoiled. 

That isn’t the exact wording but that is the intent of the law. 

Mr. Tuatcuer. It is discretionary. 

Senator Humpurey. Yes; to protect the Government’s interest, sup- 
posedly, against spoilage. 

Mr. TuHartcuer. Yes. 

Senator Humrnrey. To get rid of the grain or the commodity be- 
fore it spoils. 

Mr. Tuatcuer. Yes. 

Senator Humpnrey. Do you think that under the interpretation 
of this, that there has been dumping or that this dumping or this sell- 
ing of corn which was one of the commodities in which there has been 
a large number of sales, that this dumping has materially affected the 
corn market ? 

Mr. Tuatcuer. I have heard wholesale gossip as to that fact, as to 
that question, but I have had no experience in it. 

Senator Humpurey. Have you heard about it at the exchange? 

Mr. THatcuer. My men tell me. I don’t go on the grain exchange 
floor. I haven’t been on there for 11 years. 

Senator Humpnurey. I heard about it. 

Mr. THatcuer. I know, my men tell me about it, my grain traders. 
Of my own knowledge all I know is gossip. 

Senator Humpnrery. Do you think such sales were contemplated 
when this provision was put into the law ? 

Mr. Tuatcuer. I don’t know what Congress contemplated, although 
I assume that you did not. I don’t know. I like to talk about things 
that I have had experience with. 

Senator Humpnrry. I want to get for the record; have you heard 
there has been this dumping ? 

Mr. THarcuer. Yes; that is common gossip. 

Senator Humpnrey. Mr. Chairman, I have heard it, too, and I 
think we maybe ought to find out more about it, because a number of 
people interested in this area of the sale of these corn products, have 
told me, that the market has been seriously and adversely affected 
by alleged dumping. 

For example, certain corn was taken out of 1948 corn, that had a 
higher feed value than some of the more current and contemporary 
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corn, that was not spoiled, that was the best corn that they had ey 
gotten their hands on, and yet, it was sold at special prices in order 
to get rid of it under this provision of this law, and it put a very 
serious depressing effect on the corn market. 

Mr. Tuatcuer. Right while you are on that subject about prices 
and support, may I interrupt you? 

Senator Humpurey. Surely; please do. 

Mr. THarcHer. On No. 7 in my statement, I say: 

Storage deducts and private swaps of grain should be outlawed. 


I talked about the swapping business. Now I want to get to tly 
deducts. 

In 1951 there was introduced the policy of deducting 10 cents 
bushel prepaid storage on wheat. It has stayed there ever since. \e 
have gone into the matter and ce on it for several years. 

We have a letter from the Department stating, of course, that it is 
an arbitrary deduction. Through your offices we were able to get 
from the Library Reference Service a review of the 1938 act, the con 
gressional debate, and everything down to date. 

It seemed to me that the 10 cents was a complete violation of the 
law that the Congress passed and all of the debate. 

I then asked our general counsel in St. Paul—Doherty, Rumble & 
Butler, a very fine law firm—to make a brief to see if we had a case 
for a suit against the Commodity Credit Corporation to get a refund 
on all these | deductions on wheat for these past years, 1! 951-55. 

We finally got their opinion. They said it was close. Commodity 
Credit Corporation as a Delaware corporation had these rights, and 
so forth, and they suggested that we might spend a lot of money and 
might lose the suit. 

So we dropped it right then and there. So we are bringing it up 
to this committee to seek amendatory language to correct it. 

I wanted to give you this explanation. 

You take in the case of the 1956 wheat loan; it is stated it will be 
at 76 percent of transitional parity, or $1.81. 

When the farmers come to take that loan next fall, down in Texas 
or wherever it is, that 76 percent of parity will disappear because 
there will be deducted from the loan the very instant it is made, 10 
cents a bushel. And 10 rents a bushel, on $1.81, is more than 5 percent 
of parity. 

He will get a loan of $1.71 and not $1.81. And so he will be receiv- 
ing a support price of 7014 percent and not 76 percent. 

Everything I have read, all of the reviews of the law and the debates 
of Congress, show no indication that the loan can be anything less 
than 75 percent. The 8214 we have this year is not 8214 but because 
of this deduction it is only 7714 percent. I hope very much that you 
will agree with me that whatever you state in the language of the bill 
is the support price, that it will be the support price, and that there 
shall be no deductions for prepaid storage. 

Senator Taye. Would you mind a question at that point? 

In other words, when they say it is costing so much a day to carry 
this commodity, the farmer has put up in advance to carry it until 
July 31 of 1956, the corn loan that he obtained in the fall of 1955. 
He has prepaid every penny of the storage cost to July 31. 

Mr. Tuarcuer. All of it was on his farm ? 
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Senator Humpurey. Yes, sir. 

Mr. THarcuer. Ten or eleven cents is the charge if it is in the 
elevator. 

Senator Humpnrey. And, yes, sir, besides that he has paid every 
appraiser charge in the appraisal of that crib whether rejected or ot her- 
wise, but when the loan is approved he pays that plus the fire insur- 
ance and recording of the chattel and everything. 

Mr. TuHarcuer. And even in going on further, what happens is this: 
The grain trade in dealing in the future, knows exactly what this is 
going tobe. They know it will be $1.71. 

So the next crop that we are going to market is depressed by that 
10 cents deducted. 

Senator ArKEN. Is this 10-cent charge a flat charge regardless of the 
month in which the grain is put under loan? 

Frep Currter (Head, Loan Department, GTA). Ten cents in the 
beginning, sliding scale. 

Senator A1keNn. It varies according to the months. 

Mr. Currier. It depends on the date of deposit of the grain. 

Senator ArkeN. That is what I wanted to get clear. 

Mr. Currier. That is correct. And offsetting that, the farmer is 
carrying that cost, so he does have the carrying cost. 

Senator Arken. Carries it himself until he puts it under loan ? 

Mr. Tuatcuer. The net effect that I wanted to make—the net effect 
is that it is not 8214, percent support price for 1955, it is not 76 percent 
for 1956; it is that price less the 10 cents, so that we have 7714 percent 
support price presently and it will be 7014 next year. 

If the Congress wants it that way, so say and the farmers will know 
it. If you don’t want it that way, then write the language in so that 
they can’t take the arbitrary deduction. 

The CHairmMan. Proceed. 

Senafor Humpnrey. In reference to this matter—— 

Mr. Tuarcuer. Mind you, that effects the whole cash market on the 
total crop now. 

Senator Humpurey. I understand this; I have heard about this 
before. 

I was trying toallude to it yesterday in one of our discussions. 

Mr, Tuatcuer. In the case of a 900 million bushel wheat crop, it is 
$90 million taken from the wheat producers. 

Senator A1keN, Tow long has it been going on ? 

Mr. Tuarcuer. It began in the fall of 1951. I have reams of corre- 
spondence. I wrote Secretary Brannan. In my last letter I said: 

Think of the fellow with 3.000 bushels of wheat. You will take $300 out of his 
loan. Go in a room with your God and ask yourself, is that a moral thing to do. 


I have tried ever since to get it out. That is why I am now laboring 
on it here. If there is any one thing I am obsessed on, it is that deduc- 
tion. I think it is unfair, and I think it ought to be removed. 

(Information submitted by the United States Department of Agri- 
culture on storage charges on commodities under loan is as follows :) 


In order to give a complete answer to this question it is necessary to review 
in brief the evolution of Commodity Credit Corporation policy with respect to 
storage charges. In the earlier programs CCC paid storage charges for all 
commodities while in a loan status: with the exception of corn and other feed 
grains.. The reason for the difference in the case of corn is that nearly all corn 
was stored on the farm for a period of a few months to a year while the mois- 
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ture content was being lowered. This was considered to be a normal part of the 
production operation and it is to the advantage of the farmer to have his corn 
and other feed grain in position where he can readily redeem them and utiliz 
them in his feeding operation or sell them to neighboring feeders. 

In the early years of CCC operations a much higher percentage of the com- 
modities placed under loan was redeemed than has been the case recently 
When commodities were redeemed the farmer was always required to bear the 
cost of storage so it did not make too much difference whether he paid storage 
initially or at the time of redemption. 

About 5 years ago the question of difference in treatment of corn and wheat 
crowers was raised and it was felt that with larger quantities of grain being 
delivered to CCC both commodities should be treated the same. The CCC Board 
took action to require that farmers pay cost of storage on all commodities while 
in loan status with the exception of cotton and tobacco. This gave rise to the 
difference in treatment of grain and cotton producers. At the time this action 
was taken practically all cotton and tobacco were redeemed by producers or 
pooled with substantial equity payments to growers. Accordingly, it made no 
difference whether farmers paid storage charges initially or at the time of re 
demption or pool settlement. In any event the farmer bore the storage cost 
which for tobacco or cotton is a much smaller percentage of the value than for 
grain. 

In the past few years increasing percentages of the cotton crop have been 
delivered to CCC in satisfaction of loans and as a result CCC has borne the 
expense of storage of the commodity while it is in a loan status to the extent 
the cotton was forfeited to CCC. There are certain practices in the cotton 
trade which would make it more difficult to require the producer to pay storage 
charges through the maturity date of the loan than was the case with other 
commodities. However, before the details of the program for another year 
are announced the Board of Directors of CCC will be. asked to review the 
situation to determine if the difference in methods of treatment of cotton and 
grain producers is still justified. 

Senator Humpurey. In reference to the sales which are sometimes 
referred to as dumping of this spoliage, do you think that the ad- 
verse market effect would be prevented by requiring rotation of stock, 
in other words, by purchasing in the market at the same time that 
the CCC was forced to dispose of some supplies to prevent spoilage ’ 

Mr. Tuarcuer. Of course, I think spoilage should be avoided by 
rotating stock; surely I do. 

Senator Humrurey. This I gather is one of the things that has 
not been done in terms of trying when you dump something into the 
market, to firm up the market by removing an equal amount through 
the CCC operation. 

Mr. Tuarcuer. They have not only replaced stocks they ought to 
replace but have gone a little further, is the gossip. I don’t know 
whether that is true. 

Senator Humpurey. The gossip also is that the trade has even been 
using this so-called spoiled corn to replace good corn. 

Mr. Tuarcuer. I don’t know anything about that. 

Senator Humpnurey. I have some communications to that effect. 

On this matter of private exchanges that you referred to, Mr. 
lhatcher, do I understand that your reference to private exchanges be- 
tween the CCC and the processors means in effect negotiated prices 
or negotiated deals without competitive bidding ? 

Mr. Tuarcner. Yes, sir. 

Senator Humpurey. And you are opposing that? 

Mr. Tuatcuer. Seriously. 

Senator Humpurey. And feel that if not in violation of the law, 
at least it is beyond what was intended ? 

Mr. Tuarcuer. I think so, I don’t impute any bad motives to 
anybody in this thing. Let us get the record clear on that. I think 
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these boys that run the CCC program are fine fellows and doing the 
best they can do. I think they are careful. : 

The point I want to make is that the mills are able to get their pe 
ium wheat at a less price than they would have to pay for it if they 
went in the open market to get it. 7 

And this private business has an adverse effect on our premium 
wheat market and a very serious one at times. I have one of my wheat 
men who will discuss this at length with you, if that is what you 
want. Ihave given you the essence of it. 

Senator Humpurey. It appears there are certain things that can 
be done without change of law. ‘There are some administrative prac- 
tices that could be corrected. You were referring to the 10-cent 
deduction, for example. That could be done administratively. It 
was started back in 1951. 

This matter of private deals is a matter that could be done ad- 
ministratively. But if it is not going to be done then we ought to do 
something about it in the new law. Is that your view! 

Mr. THarcuer. Yes, sir. 

I want to add also that the selling policies of CCC to the mills sets 
an effective ceiling on prices. How in the world can a wheat man 
ever get parity under a loan program of 76 percent when the CCC only 
has to add 5 percent and some carrying charges to make its sales 
price? ; f a bi 

Their transactions in the commercial market create a ceiling. The 
farmer could never hope to get 100 percent as long as that program is 
permitted to persist. 

Senator Humpurey. Mr. Thatcher, you mentioned one point here 
in your testimony—lI think your final point—that recommendations 
to the United States Department of Agriculture of all advisory com- 
mittees should be available to the public and not kept secret as at 
present. 

I want to say very frankly I never saw your testimony until about 
5 minutes to 10 this morning, and during the week I have been con- 
cerned about this, off and on. 

I feel, Mr. Chairman, that since we are in the process of trying to 
write a bill, and since we have been told that we need the best brains 
that the country can provide in making available information and 
coming to some judgment and conclusion, that all of these reports of 
the advisory groups to the Secretary ought to be made available to this 
committee and made public. 

We have the responsibility for drafting this legislation, and I think 
we are entitled to take a look at the kind of advice that has been 
rendered to the Secretary of Agriculture to see whether it is good 
or bad in our judgment, to see whether it has been followed or not 
followed, and to see whether or not there is something out of it that 
could be helpful to this full committee. 

I have heard a great deal about this advisory committee and it is 
almost one of the great secrets of the Government. You can get 
the names but you never get any of what the people do, get any of 
the results of what the names finally produce. 

_ May I suggest, Mr. Chairman, that if it is within the realm of-our 
jurisdiction, that we get these reports. I think they would have been 


helpful to us all the way along. I have not the slightest idea what 
is in the advisory reports. 
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As a matter of fact, I think I have only had the chance to talk to 
one man that has ever been on the advisory committee. Was not Mr. 
Mann on the corn committee at one time? That was a special com- 
mittee, [ guess. 

Mr. Tuatrcuer. Yes, the reason I bring it up, if I may make the 
statement——— 

Senator Humrpnrey. Please do. 

Mr. Tuatcuer. There are two members of that committee whom 
[ know very, very well and have a very high regard for. I think they 
ire all decent fellows, although let us face it: I don’t think we ought 
to have the president of the Chicago Board of Trade or anyone like 
that on it. 

These two men particularly I know very well. I have implicit 
contiidence in their good judgment and integrity, and I tried to get 
some information from each of them and they informed me that it 
was private; that they could not discuss it. 

I said, “Well, do you make minority reports ?” 

“We just don’t discuss it,” they said. 

So it stopped me cold. 

I would like to know what their advice is. I have great confidence 
in those men. One is very close to cotton and the other is as close 
to wheat as any living man. 

Senator Arken. May I say, Mr. Chairman, I think these men have 
access to a good deal of the material of the National Security Board. 
For that reason with other matters which do not affect agriculture, 
I find that they do have to be cleared by the FBI. 

What they recommend to the Secretary, you know as well as I 
know—TI probably should know if anybody does—but TI do not know 
either. 

But I do know they have to be cleared by the FBI, and they do have 
aecess to much material available to the National Security Board. 

Mr. Tuarcuer. That is proper. And I would say this: Naturally I 
want to protect it. But certainly, the arguments for cutting down 
support prices would not have anything to do with national security. 

Senator Arken. They consider a lot of matters which I am sure 
would not vitally affect the national security as well. 

Mr. Tuatrcuer. That information IT would like to read. 

Senator Humpnrey. Whenever we have a situation where we do not 
get information, it is something that affects the national security. I 
think it has been way overdone. I cannot see that what the Agricul- 
tural Advisory Committee is going to recommend on soybeans or 
wheat or corn or oats or price supports or credit will be such a great 
secret that the Russians are not going to get. 

They have been over here traveling all around the country. We 
have been giving them all of the advice in the world. They went into 
the Department of Agriculture and visited all of our farms. 

I just think this is something we ought to have. 

The CHarrman. Any further questions? 

Senator Tryr. Before you leave the question of grain storage, is 
there a way that we could get information into the record whether the 
storage that was deducted from the producer, both in wheat and in 
corn, in the 1955 crop, that will be subject to redetermination either in 
July or in the spring of 1956 as to whe*her the farmer surrenders it or 
not to the Commodity Credit Corporation—that is the 1955 crop—is 
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that deduction also added into what the CCC is listing as storage 

charges ? : 

[ would like to get that separated to make certain that there is not 
an inference given out that this is what it is costing them when the 
producer is the man that has advanced the storage on that 1955 crop 
until sometime in 1956 when he surrenders it. 

Mr. Tuarcner. I think as fast as you can you ought by law put a 
stop to it. I think on the 1955 crop you should make a refund to these 
farmers. 5 

Senator Turk. Is it charged in where the Commodity Credit gives 
out a statement that it has cost them so much a day to carry the com- 
modities in storage? Does that include the 1955 crop of which the 
producer paid the advance storage on it! 

Mr. Tuatouer. I have no idea of that. 

Senator Tuyr. That is what I would like to get in the record, 
whether the 1955 crops that are in storage, for which the producer 
has paid in advance, until the due date on that commodity loan, if that 
is included in the daily cost charges that are publicized. 1 would like 
to see that breakdown. 

Senator Humpnrey. That is something I would like to know. 

Senator Trrre. A specific breakdown on that and they show that 
it is commodities surrendered to the CCC and that it does not reflect 
any part of the commodity on which the producers still has a right 
to reclaim providing he pays up the loan. 

The Cuatrman. I will get the information from the CCC. 

(Nore.—The storage charges referred to do not include storage on 
commodities under loan. ) 

Senator Humenrry. One final observation. 

The Cramman. Can you not relegate that to questions? 

Some witnesses have come from a considerable distance. 

Senator Humpnrey. I shall not be long. 

I think the most important observation of this G and A report is 
the available market in this country, which I have studied somewhat 
as I have looked over these preliminary studies in the five States. 

We have a number of industrialists, a number of financiers and 
commentators that point out the great world markets that we can get. 

I have been of the opinion that the best market in the world is the 
American market. We have a common currency and we do not have 
tariffs, and we have a common language and trade system and the 
greatest market in the world. 

There is no amount of foreign trade in 1 year compared to what 
we could do with an agricultural program here in the United States, 
and we are spending much more to arouse a little foreign trade with 
poopie that do not even know how to talk to us, than we are trying 
to do something with our own people out here that can buy our 
refrigerators and buy our clothing and our processed goods, if they 
have something to buy with. 

And I think this report will show, and my colleague will be equally 
shocked to learn, how many farms in our wonderful State are without 
adequate indoor sanitary facilities, for example, on running water; 


and in South Dakota the figures are around 40 percent or more. Tliere ° 
is a market for you. 
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It seems to me that we might be selling more plumbing fixtures out 
in Minnesota and South Dakota, than we will be in Afghanistan if 
we spend some time on the program. 

Senator ScHorpren. Let the record show I regret I could not be at 
the opening of the session here. I was in another series of conferences 
on another matter. 

Mr. Thatcher, going to one question, can we start with the premise 
that with these terrific storageable commodities that we have that 
we are in the nature of things, confronted with what is known as 
“out of condition” grains of various and sundry kinds? 

We do have grains in storage, whether it is privately held 
Government held, that are out of condition. If that is the case, and 
I am sure that it is, as times goes on, should not the Department, and 
I am speaking now of the legitimate out of condition grains, and 
the human aproach to the thing to determine it—do we have leeway 
in the Department administratively—not necessarily to pinpoint it 
by law, to provide for the disposal of that grain, in an orderly way ? 

Mr. THatcuer. Of course. 

Senator ScHorrre.. That is cardinal, is it not? 

Mr. THatcuer. Yes. 

Senator Scuorrren. I was interested in that because with these 
tremendous stocks there is a tremendous amount of that. 

Mr. TuHatcuer. Yes. 

Senator ScuorrreL. That continually goes out of condition and 
that the Department should have quite generous leeway on that 
do you agree with me / 

Mr. Tuarcurr. They have to use their judgment, of course. 

Senator Scnorrret. Do you believe that in strict cross compliance 
that we should invoke that by a matter of writing it into the law / 

Mr. Tuarcuer. I think that the farmers should take the whole 
parity program or none of it. He has the right to stay clear out but 
if he is going to go in a planned full parity program, he should take 
it all. 

Senator Scnuorprer. You remember we took out of the law thie 
cross-compliance features. You think that ought to go in when the 
man goes in ¢ 

Mr. Tuarcuerr. Two years I said no in my testimony. 

Senator Scuorrven. I recall that. I had some misgivings about it 
myself. 

But you think now that we should invoke strict cross compliance 
across the board ¢ 

Mr. Tuarcuer. I would urge you to write such an attractive full 
parity program he would want to comply. But if he does not want 
to, stay out. 

Senator Scuorrret. I will concur with you on that. I will buy 
that bill. 

We have a lot of new lands coming in under irrigation projects, 
tremendous amounts of money and it is not exactly common to anyone 
section throughout the United States. 

Do you feel during this period of the surpluses, we should go slow 
on these projects. 

Mr. Tuarcuer. From what I know, and that is pretty limited, 
about this irrigation business, it certainly would seem a strange thing 











it 


'e 












































































































b 
4 
‘3 











PRICE-SUPPORT PROGRAM 3671 
to me that you would bring new land into production while you are 
taking the other land out. Bi: 

I would certainly lock up the new land until I was satisfied I was 
giving a fair break to the farmers that are operating on the land they 

now have. ' 

That may be a bad thing as public policy. I don’t knew. I think 
there ought to be a constant building of new reserve land for the 
growing population. é 

Senator ScnorrreL. The Government took thousands of acres of 
land during the last two wars—thank God they are over—a lot of it 
has been the finest agricultural land. 

This acreage has been taken for military installations and lands 
that the Government in its wisdom needed for a lot of other things. 
We are finding those lands leased by the Government not only in my 
State but in all other sections of the country that land goes right 
back into competitive crops with many individuals leasing them that 
have never been in farming before as a legitimate farmer’s living 
on the land. 

Do you concur with me that all of that land during these surplus 
periods should remain idle rather than producing crops to be sold 
back to the Government again and thereby increasing our surpluses ? 
What do you think about that ? 

Mr. Tuatcuer. You have raised a question I haven’t thought about. 
But as long as we are taking these established farm families and put- 
ting them over the hump, I would do everything I could to exclude 
land from production that was not normally farm family production. 

Senator ScHoEPPEL. 1 am glad to have your answer. We found that 
different governmental agencies have entered into leases of 1, 2, 3, as 
much as 5 years, and we have a problem of the contract and sanctity 
of the contract. 

I realize these are tough problems to beat, but we have hundreds of 
thousands of acres owned by the Government of the United States 
that are in strict competition with the legitimate farmers. 

With the surplus situation as it is, we will have to wrestle with all 
of these problems. 

Mr. Tuatcuer. Based on what you stated, and I believe everything 
you state, that does not square with my feelings. 

Senator AIKEN. Just one more question, Mr. Chairman. 

First I want to say that I consider the Farmers’ Union Grain 
Terminal one of the really great farm cooperatives of the country. I 
have said so frequently and I say so now. 

You went into a field and into an area where something had to be 
done, and have done a splendid job in raising farm income and estab- 
lishing orderly marketing procedures. 

I do differ with you quite broadly as to the extent which a farmer 
should depend upon the Federal Government. I think the farm co- 
operative is a far safer reliance in the long run. 

But a little over a year ago in the Minneapolis-St. Paul papers there 
was carried a story to the effect that you were asking the Farmers’ 
Union Grain Terminal Association and its affiliates to provide from 

2 to 4 million dollars to defeat the administration’s farm program. 
The question is: Did you get the money ? 
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Mr. THatcuer. We never went after it. We could not, for $25 
million, have bought TV time that would do as much good as the 
President’s message stating to the Congress that these farm families 
should be preserved and their income raised. I hope you follow his 
message in those two respects. 

Senator AIKEN, Thank you. I never heard anything of the pro- 
posal afterward, and I was just wondering what happened to it. 

The CHAarrMAN. Any further questions ? 

Mr. THarcuer. 1 would appreciate it very much, and if Senator 
Young would agree, to place in the record about three pages of the 
hearings before your committee, on February 29, 1952, where Secretary 
Brannan was here and explaining to you—at least Senators Thye and 
Young and you were here—he was explaining to you the need for 
more production. 

We had to have more cotton; we had to have more corn; we had to 
lave more wheat. That he was getting the cooperation of the draft 
service to leave more boys on the farm, getting more steel for the 
manufacturing of farm machinery, and getting more fertilizer. 

You made a statesmanlike statement, as you ‘usually do and always 
do, as far as I know, and you pointed out the inherent dangers that. 
might arise—if the Lord was good to us, ete., what would happen. 

That was in February 1952, when he were at war. Senator Thye 
went into the matter. The smart businessmen were sophisticated 
enough to come to the Government and get contracts so they would be 
protected. 

Senator Young pointed out there were so many millions of bushels 
of wheat carried over at the time and what could happen to wheat. 
We were short of those supplies, in accordance with the opinion of the 
Congress and the Secretary of Agriculture at the end of 1952. That is 
very important to have in this record as a part of the matters that you 
are considering, that these surpluses have come on us fast in these last 
few years following the end of that Korean war, and the farmers do 
not get the same kind of a deal that the business people got through 
their contracts. The farmers did not get the same treatment. 

Senator Arken. No disagreement at all. 

The Cuairman. It has been cited many times, but if you will get the 
extract, Mr. Thatcher, we will put it in the record. Do you want to dc 
that? 

Mr. Tuarcner. Will you do that? 

Senator Youne. I will do that. 

Mr. TuHatcuer. February 29, 1952. 

Senator Youne. I recall that I said at that time that I thought the 
farmers would comply with the Government request to cut production 
but that they would be cutting their own throats in doing so. 


(The excerpts from the hearings noted above are as follows :) 
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FARM PRICE SUPPORTS AND PRODUCTION GOALS 


FRIDAY, FEBRUARY 29, 1952 
UNITED STATES SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, D. C. 

The committee met, pursuant to call, at 2:15 p. m. in room 324, Senate Office 
Building, Senator Allen J. Eliender (chairman) presiding. 

Present: Senators Ellender (chairman), Young, Thye, and Mundt. 

The CHAIRMAN. The committee will be in order. 

* cd x ~*~ oa a oJ 


The CHarrMAN. The thing that bothers me—and I am sure it bothers a lot of 
producers—is this: I mentioned cotton because I am a little more familiar with it 
than with other crops. It is grown in my State and all of the States around me. 
What the farmer fears is not so much what the price will be, if 16 million bales are 
grown, but what will happen if more is produced and that excess dangles over the 
market. That excess may depress the market, and the cotton farmer is going to 
really lose if he should make much more than you anticipate. As we go along, 
I would like to try and develop that part of the program to determine whether or 
not something feasible could not be done whereby if in any event the goals that 
you have fixed are exceeded something can be done with the excess production, 
thereby stabilizing prices rather than allowing this excess amount to dangle over 
the market and depress the price. 

Secretary BRANNAN. Weare aware, Mr. Chairman, of your very deep interest in 
that problem. Also, we understand your apprehension that such things could 
happen and that they are real apprehensions, well founded. 

We have been trying to bring forth some suggestions that might be useful in that 
connection and are still working on them. 

Senator Younc. That is exactly the situation with wheat today. The fact is 
that you have called for all-out production. This goal has been substantially met, 
and we have a sizable carry-over, something close to 400 million bushels. That 
in itself is a most effective price control. Because we have this carry-over, the 
price of wheat is held down to support levels. 

The only thing the farmer can look forward to is possibly 75-to-90-percent 
support. On top of that, switching to a new parity formula will mean a further 
drop in the price level. 

It is a Severe penalty that the former is now facing to meet the production goal. 

It seems to me there ought to be something more substantial and sound to offer 
to the farmers when you ask for all-out production to meet the war necessities 
than the prospect of lowered prices. 

The CHAIRMAN. The farmer ought to be put in the same category as the man 
who is now being asked to go all-out in production of guns and things like that. 
He is almost guaranteed a certain profit. 

Here we are demanding that the farmer so all-out in production for wheat, for 
cotton, for corn. 

Senator THyr. Most of those war contracts are cost-plus contracts, so that the 
contractor could not lose if delivered. 

The CHAIRMAN. You could not lose if you tried to; yes. But here we are 
being asked to produce to the limit of our ability. 

Senator THyr. For example, Mr. Chairman and Mr. Secretary, a year ago we 
knew the great need for increased production in meat, in order to check the 
inflationary trend, especially in beef prices. The producer went all-out in the 
production of pork. Right at the present time pork will not net a farmer in 
Minnesota, where they are dependent on the South St. Paul market, $17 a 
hundred for choice hogs. 

By the time he pays his trucking, and so forth, it will not net him that. The 
last market quotations was about $174 a hundred pounds. That is your choice 
top hog. 

The producer is not breaking even on that type of pork price when you consider, 
first, what the cost of the corn is that he is feeding that hog. 

What I am getting at is the present price of pork at $17 a hundred. A tractor 


is twice as much today as when he received 28 cents a pound, or $28 a hundred, 
for his pork. 
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Secretary BRANNAN. Or more. 

Senator Taye. The farmer is told constantly by almost everybody that he js 
the most favored citizen of the land, because he has these guaranteed prices, 
and so forth, but in reality they do not consider the overhead that he is faced 
with, the tremendous expense in all of his farm operations, and that these prices 
are so low. That is true both in poultry and in hogs. They just are not 
breaking even. 

The CHATRMAN. I just pointed out, Senator, what I am sure worries the cotton 
producer in the South, and that your farmers are worried in the same way, is 
that overproduction may result without any price protection. And all of us know 
from experience that the greater the production the less you are apt to receive 
for your commodity. 

It strikes me that the Department ought to do something very quickly in order 
to assure the farmer that prices will not be depressed if the Lord is good to 
him and he makes crops in excess of the goals set. 

* * * of * * * 

Secretary BRANNON. Turning to production goals, I think there is no need for 
me to outline in detail the acreage goals which we have established for 1952 
However, tables showing acreages and production for 1950, 1951, and the 1952 
goals are attached. 

American farmers and ranchers are being asked to increase agricultural pro 
duction, if possible, by as much as 6 percent in 1952. The defense program and 
the maintenance of living standards in this country have drawn heavily upon 
our reserves since Korea. Domestic consumption and foreign requirements 
are continuing at a relatively high level. It seems important not only to meet 
current requirements but also to make provision for rebuilding commodity re- 
serves if and as this is possible. 

Senator Youne. Do you think it would be possible to get the farmers to meet 
these production goals for the preparedness program without price supports? 

Secretary BRANNAN. I certainly do not. I think price is an incentive to the 
production of agricultural commodities, as much as it is any other thing that 
is turned out industrially or otherwise. 

Senator Youne. Would you be in favor of lowering of price supports during 
this period? 

Secretary BRANNAN. I certainly would not, Senator. I do not think I have 
been caught over on that side ever. 

Senator Youn«e. Lam glad you say you have not. 

What will happen to production if we permit a drop in the price-support levels 
which is scheduled commencing with the 1954 crop; what will happen to your 
production goals? 

Secretary BRANNAN. Well, Senator, I am told that in the case of wheat it 
could have a serious impact. 

I think that might be the situation with other crops. 

Senator Younec. With wheat, for example, if the support-price program as of 
today were switched over to the modernized parity formula, it would mean a 
drop of about 28 cents a bushel in the support level? 

Secretary BRANNAN. That is right. 

Senator YounG. Certainly most wheat farmers would shift to some other pro- 
duction or seed down more of their ground to grasses and other things, if that 
drop in the support level took place? 

Secretary BRANNAN. Yes. 

Senator Young. I think from the farmer's own personal viewpoint he would 
be far better off now to cut down in production, because this surplus he is cre- 
ating is holding the prices down to support levels. If support levels drop some 
more the prices are bound to drop. It could not be otherwise. He is digging 
his own grave by increasing his production. 

Secretary BRANNAN. Well, Senator, I do not think anybody could argue with 
you about that, except I hope that the farmers do not curtail their production. 

Senator Youne. I do not think they will, but I feel it is the duty of Congress 
to see that some reasonable guaranty is given the farmers if they meet this pro- 
duction goal, and that they will not, as a result, find themselves in a difficult 
financial situation and probably bankruptcy. 

Secretary BRANNAN. I agree with that, too, Senator. 

The CHATRMAN,. Mr. Secretary, have you any apprehension whatever as to 
the goal on any of our basic crops being reached? 
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Secretary BRANNAN. Well, we think the most difficult one, as we point out 
somewhat later on here, will be corn; that the possibility of achieving the corn 
eoal we have set out is probably less likely than most of the other commodities. 

The CHAIRMAN. Let me put it this way: If it should turn out to be true as to 
other crops, have you any plan to offer whereby the goals can be reached? 

Secretary BRANNAN, Well, of course, Mr. Chairman, we are doing all we can 
to encourage farmers to meet the goals. And, concurrently with that —- 

The CHAIRMAN. Well, now, you say you are encouraging them. What are you 
doing to encourage them? o 

Secretary BRANNAN. Outside of the price field now, outside of maintaining 
prices at 90 percent of parity for those commodities, we are first of all trying 
to get all of the supplies they need, the fertilizer, the insecticides, the machinery, 
and all of the other elements of production. 

The CHAIRMAN. Are you able to control the sale price of those necessary sup- 
plies being purchased by the farmers? Oe t 

Secretary BRANNAN. No; we are not. But by maintaining, by keeping the 
volume of production of those things up, maybe we can influence price. 

The CHArRMAN. As I understand from every source, and I can speak with a 
little authority, because I bought some fertilizer recently and it is quite a bit 
higher than it was last year——— 

Secretary BRANNAN. That is right, sir. 

The CHarrRMAN. And labor is going up, and there is no question in my mind but 
that labor, insecticides, farm machinery, and everything else are going to keep 
on this march of rising prices—with that staring the farmer in the face, you still 
feel that he is going to try to reach the goals that you have set? 

Secretary BRANNAN. Well, Senator, I can only answer that by saying we hope 
so. Of course, those increases in the cost of production will be reflected in his 
parity level, too. 

The CHAIRMAN. Merely a pious hope will not produce a pound of cotton. 

It strikes me that we ought at least to try to offer the farmer the same form of 
security that our benevolent Government is offering to those who produce the 
sinews of war; that is, the cannon and things of that kind. 

Secretary BRANNAN, I certainly would not argue with the chairman about that. 

2 * * a * * * 

The CEAIRMAN, Mr. Secretary, a moment ago you stated that you hoped that 
these goals would be reached because you are assisting the farmer in providing 
more fertilizer and more insecticides and pesticides and more machinery, and 
things like that. I happen to know that the Department has been most active 
in that direction. I bave gotten in touch with your Department quite often on 
that score, as you know. 

Another item that we have to contend with is labor. What has the Depart- 
ment been doing in order to assure the farmer that he will get sufficient labor at 
the time he needs it? 

Secretary BRANNAN. Well, Senator, of course the labor problem in terms of 
the large quantities of labor that are needed for short operations in such things 
as vegetables and sugar and a few other things is under discussion, of course, up 
here right now. And the Labor Department is taking the lead for the admin- 
istration on that in that work. 

The CHAIRMAN. I am personally familiar with that. I simply wanted that 
for the record. 

Secretary BRANNAN. The other thing, of course, is our effort to retain on the 
farm the qualified farm-trained youth who is subjeet to being drafted into the 
Army. And on that score I must confess we are having increasing difficulty, 
but probably no more difficulty than is being eyperienced by other segments of the 
economy, as the demand for people in the armed services increases. 


Mr. Tuarcuer. I thank you very much. 
The Cuatrman. Thank you, Mr. Thatcher. 
The committee will stand in recess until 1: 30 o’clock, 
(Whereupon the committee recessed at 12:25 o’clock, to reconvene 
at 1:30 p. m.) 
AFTERNOON SESSION 


The Cuarman. The meeting will be in order. 
The first witness this afternoon is Mr. Alan Patteson. 
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Will you step forward, Mr. Patteson? Will you give us your name 
in full, please, and your occupation ¢ 


STATEMENT OF ALAN G. PATTESON, PRESIDENT, AMERICAN 
COTTON PRODUCER ASSOCIATES, JONESBORO, ARK. 








Mr. Parreson. My name is Alan G. Patteson. Iam a cotton farmer 
from Poinsett County, Ark., and president of the American Cotton lq 
Producer Associates. This association is a federation of cotton pro- 4 
ducer organizations dedicated to the improvement of every phase of 4a 
farming in cotton-growing areas. Affiliated organizations include 
the Missouri C otton Producers Assoc ‘iation, Delta Council of Missis- 
sippi, Tennessee Agricultural Council, Louisiana Delta Council, Agri- 
cultural Council of Arkansas, and the North Carolina Cotton 
Development Committee. We also work closely with groups in South 
Carolina and other parts of the Cotton Belt. 

We are indeed grateful for the opportunity to review the several] 
major policy proposals now before this committee. 


A CLOUDY FARM PICTURE 





As you know, farmers are not sharing equitably in the high-level \9 
prosperity that pervades these United States today. Consumers are 4 
not benefiting in a substantial way from the lower prices paid to 
farmers. Consequently, lower farm prices have not meant much 
insofar as overall increases in consumption are concerned. 
As cottongrowers, we are cultivating fewer acres, hiring fewer 

people, and showing lower profits. Along with other farmers we are 

caught in a price-cost vise that is slowly closing in on us. Cotton acre- 

age has been cut from 28,333,355 acres in 1953 to 17,391,304 acres in 7 
1956. Foreign production has increased as we attempt to adjust i 
world supplies. 
DILEMMA IN COTTON 


The Commodity Credit Corporation is now selling or has sold some 
19 or 20 commodities competitively in world markets. All of the 
surplus cottonseed stocks have moved into use. All Government- 
owned protein meals have been sold. Surplus soybeans have been 
moved into world trade on a competitive basis. This has been done 
with a minimum of disruption to normal trading. Nothing, however, 
has been done to deal effectively with cotton exports. 

Here is the current picture. As things now stand, cottongrowers in | 
the United States bear the brunt of the adjustments in cotton produc- . 

















tion and consumption for the entire world. While we have reduced 
acreage about 40 percent, production outside has increased roughly 
to the same extent. 

In 1950 less than 10 million bales were produced in the United 
States on more than 21.5 million acres. 

The Korean war came. Cotton reserves were low. Cotton export 
quotas were imposed in August 1950. Cotton prices abroad ranged 
above 80 cents per pound. C eilings kept our prices at about one- -half 
of the world levels. 

Obviously there were great profit opportunities in cotton production 
abroad. Capital exports were encouraged by both the economic 
setting and by foreign aid programs such as point 4. 
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During 1951 and 1952, United States growers were urged to produce 
16 million bale cotton crops. They received no underwriting except 
access to CCC loans. They received no tax concessions except for a 
few gins and warehouses in western areas. nize ) 

By law, domestic disposal of cotton by the CCC is hinged to 105 
percent of existing support levels plus carrying charges. Policies 
of the administration dictate the same price pattern for CCC cotton 
offerings abroad, except for the 1 million bale short-staple limited bid 
basis program started this month. Other commodities are sold abroad 
by the CCC at less than support levels. These policies have provided 
a price umbrella—market protection—for cotton expansion not only 
in friendly countries but in the Communist bloc as well. 

The Crarrman. Can you tell us what effect the announcement of 
this sale of 1 million bales that you have just mentioned has had on 
the market ? 

Mr. Parreson. Senator, before we even started taking bids on this 
1 million bales, the world market went down from 6 to 8 cents a pound. 

The CHarrMan. It went down? 

Mr. Parreson. Yes. 

The CuHatrmMan. What did you attribute that to? 

Mr. Parreson. I attributed that to the fact that these foreign spin- 
ners and traders realized that at the end of this year we are going 
to have 14 million bales of cotton on hand over here. And so they are 
just buying from hand to mouth. 
~ In other words, if you were a millman in England and you saw 14 
million bales of cotton over here in the United States, you would cer- 
tainly be afraid to stock up for from 6 months to 9 months or a year 
in advance. 

The CuarrMan. How much of that 1 million bales has been sold so 
far this year? Do you know? 

Mr. Parreson. No. I think they have had three sales. The first 
sale was 18,000 bales, and then I believe the second sale was approxi- 
mately 100,000 bales. Now, I understand they have had another sale 
in the last 2 or 3 days, and I have not heard the results of that. 

Senator Easritanp. There have been over 300,000 bales. 

Mr. Parrrson. Over 300,000 bales? I did not know. 

The Cuarmman. Is it going according to the way you thought and 
expected ? 

Mr. Patrrson. Yes. In fact, if they have sold over 300,000 bales, 
that is more than I expected them to sel! all together. 

The Cuareman. You do not think they should sell it quicker than 
that? 

Mr. Parreson. I do not believe they are going to be able to sell 1 
million bales of the grades and staple specified in this program. 

The Cuarrman. All right. 

Senator EastLanp, Now, this is short cotton, is it not? 

Mr. Parreson. Yes, this is short cotton. It is “e-inch and shorter. 

Senator Easttanp. It is produced competitively by just the other 
country, and that is Pakistan, is it not ? 

Mr. Parrsson. Yes. 

Senator Easritanp. All right. 

Now, you mentioned the increase in foreign acreage. That increase 
has largely come in Mexico and Central America, has it not! 

Mr. Parreson. Yes. 
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Senator EasrLanp. Now, is it not true that that increase is largely 
due to 4 or 5 giant international corporations owned by Americans / 

Mr. Parreson. We understand that they have invested millions of 
dollars in Mexico and Central America. 

Senator EasrLanp. Now, is it not true that that industry down there 
is not a Mexican cotton industry, not a Central American cotton in- 
dustry, but an American cotton industry of 4 or 5 firms! 

Mr. Parrrson. To a great extent, yes. 

Senator EastLtaNnpb. Yes, 

And the State Department now has drawn a program that makes it 
impossible for the American farmer to compete with those 4 or 5 big 
corporations ; is that correct ¢ 

Mr. Parrrson. That is true, yes. 

The CuarrmMan. Proceed. 

Mr. Parreson. Continuation of our current policies and the GATT 
textile agreements will liquidate the cotton industry of these United 
States, an industry in which approximately 15 million people are 
actively involved. Will our assistance and cotton-market protection 
for free-world countries, encouraged to expand cotton production, 
really help their economies in the long pull? Would it not be more 
realistic to stay in world markets on a “fair-share basis” than to set 
the stage for dogged price wars among our free-world friends? This 
has already been exemplified by a drop in the world price of up to 
S cents per pound without the United States offering a single bale of 
CCC cotton at competitive prices. 

It would appear that the big gainers from current policies are the 
cotton enterprisers with global operations. So long as they can keep 
the United States policies relating to cotton tied to cutbacks in produc 
tion, and an unwillingness to meet competition in world markets, then 
the global cotton operators have well marked paths indeed. 

The same high signs for cotton expansion abroad can be read with 
meaning in Communist-dominated countries. 

Senator EAsttanp. Who are those global operators ? 

Mr. Parrrson. Senator, I——- 

Senator Easrnanp. Would you eare to state, now ? 

Mr. Parrrson. I just don’t know exactly who they are. 

Senator EastLaNp. Well, yes; you do. 

Mr. Parreson. Well, they are all friends of mine, and I do not 
blame them. 1 would probably be doing the same thing. 

Senator Eastianp. All right. What are the facts?) Who are they! 

Mr. Parrrson. I would think they would be headed by Anderson 
Clayton. : 

Senator KastiaNnp. Who else? 

Mr. Parrrson. (No response.) 

Senator Easttanp. McFadden? 

Mr. Parreson. McFadden. And I don’t know exactly who the rest 
of them are. 

Senator Eastnanp. Oh, yes; you do, now. Come on. Let us get 
down to Memphis. Who is it in Memphis? | 

Mr. Parrrson. Well, Hohenberg Cotton Co., I think, would be 
another one. 

Senator Eastianp. All right. Now, who is the other one? 

Mr. Parrrson. Well, Cook & Co., probably. I believe they have 
expanded toa great extent down through there. ; 
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Senator Aiken. Are any of these people interested in the ware- 
, siness ¢ 

py ey Oh, yes; the warehouse business, oil mills, cotton 
eins, and production of cotton. 
~ Senator Arxen. If we continue to run into these very large sur- 
pluses of cotton in this country and keep their warehouses well filled 
up with cotton to store, while at the same time they are down in Latin 
America producing cotton that they can make about eight times as 
much on as they can in available cotton, aren’t they having their cake 
and eating it, too, and getting us going and coming? 

Mr. Parreson. Well, I really had not looked at that angle of it 
before. The fact that I looked at was that we were holding the 
umbrella and they were making money on the cotton themselves. 

Senator A1keN. Aren’t we not only holding the umbrella, but aren’t 
we keeping their cotton at a very large storage price? 

Mr. Parrreson. I know that one of them is building an $800,000 
storage house in the Rio Grande Valley now. 

Senator Arken. Which one is that? 

Mr. Parrreson. Cook & Co. 

Senator Eastianp. Is that Mexican cotton? 

Mr. Parrrson. Well, I do not know whether it is for Mexican cot- 
ton or not, Senator. Ithink not;no. I think it is for American cotton. 
I think it is in the Rio Grande Valley, probably at Harlingen, Tex. 

Senator Arken. Is it not also true that some of these people not 
only own the terminal warehouse but have a smaller interest in some 
of the smaller inland warehouses ‘ 

Mr. Parrrson. I really do not know that. 

Senator Arken. If you look back over some of the old hearings, 
you will find that they do have very substantial interests in them. 

' Mr. Parreson. You probably know more about that than I do. 

Senator Easttanp. I understand they even own railroads, do 
they not? 

Mr. Parrrson. Yes, I have heard that. 

The CuarrMan. You are complaining now of a situation. Will you 
give us any idea as to how to correct it? 

Mr. Parrreson. Yes, I will get to that in a minute. 

The Cramman. No, no. I am talking about these people who use 
our money and go abroad to build competition for our farmers. They 
are the ones that I am talking about. 

Mr. Parreson. I think the thing to do is for the United States to 
sell their cotton in world markets to meet competition. 

The Cuarrman. Do you think that the American growers can com- 
pete with labor from Mexico, from Brazil, and now from Pakistan? 

Mr. Parreson. They certainly cannot do it without the United 
States taking a loss. In other words, it would have to be handled 
through the Government, and the Government would assume that 
loss. 

Senator Arken. Is it not also a fact that in some of these develop- 
ments in Latin America, now, they do not depend on peon labor, but 
use very modern equipment ? 

Mr. Parreson. I think it is sort of like the Japanese cotton mills, 
Senator, that have been built since the war. They have the most 
modern machinery in Mexico now that can be obtained any where, 
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not only farm machinery but also cotton gin machinery and oil mills, 
the most modern ones in the world. 

The CHarrman. Do many of the large concerns that you have 
mentioned produce cotton in the States? 

Mr. Parreson. I think some of them do; yes. I know they do. 

The CHarrMan. Proceed. 

Mr. Parreson. Immediate action is needed to reverse the danger- 
ous trends inherent in our current cotton policy. We offer the fol- 
lowing recommendations to meet the problem : 

Action to regain and return a fair share of the world market 
for United States cotton—5 to 5.5 million bales—and adoption of 
such competitive pricing devices as may be necessary to insure this 
export volume. 

As has already been noted, the CCC already has the authority to 
sell competitively in world markets. That they have not used this 
authority is a clear indication that they will not do so in the future 
unless so directed by the Congress of the United States. 

It is also significant that nearly all other countries stimulate exports 
by the use of some type of Government export pricing programs and 
that such devices are recognized as standard practices in international! 
raw cotton marketings. 

Improve reasonable and equitable import restrictions against 
cheap foreign textiles, 

Senator Easttanp. And now, let me ask you something about that 
aa 

Go ahead please, that is all right. 

Mr. Parrrson. On September 10, United States customs collectors 
put into effect sharply lowered tariff rates on cotton textile imports. 
These new rules were agreed to by the State Department in June 
1955, for the purpose of building up the Japanese economy. Japan 
already enjoys a competitive cost advantage over our domestic mills 
because of access to lower priced cotton and cheap labor. According 
to the International Cotton Advisory Committee, Japan now has about 
one-fourth of the total world trade in cotton goods. Japan is buying 
5 out of 5 bales of their cotton requirements from suppliers other than 
the United States. Imports are increasing rapidly and the lower 
tariff will boost the volume of cotton goods, fabri ‘ic, apparel, towels, 
sheets, etc., entering this country to be sold at prices under levels 
which can be met with our mills. The importation of large quantities 
of foreign textiles will not only displace goods produced in this countr y 
but will add to our raw cotton c arryover by cutting sharply into the 
consumption of cotton by United States mills. 

Senator Aiken. Then, Mr. Patteson, if we sold our cotton on a 
competitive market, that would not give the Japanese textile mills 
any greater advantage over our textiles, would it, if they are already 
buying the majority “of their cotton at the world m: irket price some- 
where else? If we sold at that same price, they would not get addi- 
tional advantages; would they ? 

Mr. Parrreson. No. But what we think, though, is that instead of 
lowering the tariffs, what we should do, you see, is to have import 
quotas in order to protect our mills from this competition. 

Senator Arken. If you lowered the quotas too far, you would not 
be forcing the Japanese to buy all their cotton somewhere else; would 
you? 
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Mr. Parreson. No; I do not think so because we would be selling 
the world market then and there would be no cause for them buying 
their cotton from these other countries. 

As it is now, they can buy Mexican cotton, for instance, for from 6 
to 8 cents a pound, or they have this past season; also, Canada, for 
instance. I do not think we have sold Canada any cotton this year, 
and I think up until this year, probably, we have sold them about 
400,000 bales a year. Now, this year, they have gone to Mexico and 
bought practically all of their cotton requirements. 

Senator Arken. Of course, we have not bought any oats from 
Canada this year, either. So it israther complicated. 

Senator Easttanp. Now, you spoke of the State Department block- 
ing an export program, and you spoke of four big international cot- 
ton corporations. I want to ask you this question. Is it not your 
judgment that those four corporations control the cotton policies of 
the United States State Department ? 

Mr. Parreson. Senator Eastland, I would think that up until this 
vear they have controlled not only the State Department, but the 
Department of Agriculture. There has been a change of heart in 
the USDA in the past 9 months. 

Senator Eastnanp. Well, Agriculture has worked for this program ; 
has it not? 

Mr. Parrrson. Yes. 

Senator Eastnanp. And it has been blocked by the State Depart- 
ment ¢ 

Mr. Parrrson. Yes, indeed. 

Senator Eastianp. That is correct. 

Mr. Parrrson. That is right. 

Senator Eastianp. Now, do you not think that those big corpora- 
tions, that it is not a Mexican industry, but that the foreign cotton 
policy is being cut by the State Department to enrich 4 or 5 big 
corporations ? 

Mr. Patrreson. Well, now, Senator, I would not—— 

Senator Easrianp. Is that your judgment ? 

Mr. Parreson. I would not go that far. 

Senator Eastianp. Well, it is mine. 

Mr. Parreson. I think that might have some influence with it, all 
right. 

Senator Eastitanp. Of course, it does. 

Mr. Parreson. Because they do have influence over there. I do 
not think that they are entirely responsible for the predicament that 
we are in right now. 

Senator Easttanp. You do not think that they are responsible for 
the State Department’s veto of an export sales program of cotton ¢ 

Mr. Parrerson. Well, in talking with the State Department—we 
have had several meetings with them in the past 9 months—the biggest 
argument the State Department has put up to us is the fact that they 
could not afford to sell our cotton competitively with these foreign 
countries because they were friends of ours, and 

Senator Eastianp. Yes; but the cotton that they were prohibiting 
being sold competitively was the cotton that was financed by these 4 
or 5 big concerns; was it not ? 

Mr. Parteson. Yes; I think partially, of course. 
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Senator Easrnanp. Of course, it is. 

The Cuarrman. Proceed. 

Mr. Parreson (continuing). We recommend that the basis for t 
loan be shifted from Middling seven-eighths inch staple to the average 
erade and staple of the crop or to Middling | ial 1, Whichever thi 
USDA deems most desirable; that premium a discount schedules 
be revised; and that 90 percent of parity price supports be established 
and maintained until our carryover is reduced to normal. 

In justification of these proposals, it may be said that the loan fo 
ether crops is based on average grades and that the basis for future 
contracts is being shifted to Middling 1 inch this year. This chang: 
together with the reduction, under the new parity formula, will bring 
per pound cotton prices down about 3 cents. This represents the 
maximum cut that cotton farmers can absorb. Particularly is this 
true in the light of an inflated national economy and rising produc 
tion costs. 

One change in the law applicable to cotton acreage allotments is 
desirable and practical at this time. With the drastic cuts in acre 
age, county and State committees in many areas find it impossible 
to prevent real hardships on small farms by use of available reserve 
acres. We recommend a national reserve, not exceeding 1 percent of 
the national allotment, to be allotted to States on the basis of need 
for small-farm adjustments. Such a reserve, which should be over 
and above the ni —_ al allotment, if used to provide minimum allot 
ments of 4 acres, or the highest planted in the last 3 years, whichever 
is smaller, would ‘ae a substantial contribution toward enabling 
small-cotton farmers to achieve better incomes. 

The Cuatrman. How much, in your opinion, would that raise cotton 
production ? 

Mr. Parreson. That would raise it less than 100,000 bales. 

The Cuarrman. Less than 100,000 bales ¢ 

Mr. Parrreson. Yes, that is right. In other words, it would amount, 
Senator, to about 150,000 acres, and on these small farms, most of them 
are hill farms, and so forth, and the production per acre is not as great 
as it is on the Delta farms. 

So the chances are, it would be, as far as baleage is concerned, less 
than 100,000 bales. 

We are opposed to the “acreage reserve” of the soil-bank bill as it 
pertains to cotton-surplus reduction. 

There is every reason to anticipate that withdrawal of domestic 
cotton acres would continue to be matched by increasing acreage 
abroad. Commodity purchase certificates would fix the market price 
of cotton at or near the face value of the certificate, channeling al! 
current production into the Government loan. Administration of 
such a program would be complicated, expensive, and deleterious to 
many or most of the normal market outlets. 

It is not contended that the soil bank as a conservation program is 
without merit. It is urgently suggested, however, that the entire 
cotton industry, and the entire cotton economy, have a big stake in 
any governmental cotton program, The dispersal of surplus cotton 
through the soil-bank withdrawal plan would have the effect of re- 
ducing the flow of dollars and a corresponding reduction of income 
in the cotton economy. Any small temporary relief to the cotton 
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producer would be overshadowed by market losses and a permanent 
economic blight on the cotton community. _ . 

We are also opposed to mandatory provisions which might be de 
sioned to further cut back cotton allotments. Individual farm allot- 
ments have already been reduced to uneconomic levels, In the Mis- 
sissippi River Delta area, normally considered an area of greater than 
average efficiency, allotments for 1956 average about 30 percent of 
cropland. In most cotton areas, farmers have few alternate crops 
that offer opportunities for profit, and these crops are also under 
allotments. What industry could operate utilizing only 30 percent 
of its assets ¢ 

The CuarrmMan. Would you oppose this acreage conservation even 
though the farmer were paid the profits that he would have made had 
he planted ¢ ; 

Mr. Parreson. I think this, Senator, that if the payments are large 
enough, there is no question in the world but that you will get some 
acreage put into acreage reserve. 

The Cuamman. In other words, as I see it, it is a device intended to 
reduce our surplus. 

Mr. Parreson. Well, Senator, we cannot—— 

The CuarrmMan. If you cannot sell it abroad and use it at home, and 
this huge amount of cotton keeps on dangling over the market, it is 
bound to keep on depressing the market. 

Mr. Parreson. It might slowly reduce your surplus by selling that 
cotton in the domestic market. That is the way it would have to be 
sold. But in the meantime, you see, we are cut back to a 10 million 
bale production for this coming year, anyhow. We are receiving 
another 10 percent cut. Then on top of that, you see, if 20 percent 
of this would be taken out, that would bring us back to an 8 million 
bale crop. 

The CHamMan. Yes. But you are saying something now that did 
not take place last year. Last year on a million and some-odd- 
thousand acres less than you had the year before, you made almost 
2 million bales more cotton. 

Mr. Parreson. I think we have an answer to that, too, Senator. 

The CuarrMan. I wish you would give it for the record. 

Mr. Parreson. Well, you know in the last 4 years, in the South, 
we have had more or less of a drought each summer, you know, until 
last summer when the rains came just at the right time. And we feel 
that all the fertilizer-——— 

The CHarmman. You mean the weather was unusual ? 

Mr. Parreson. The weather was unusual. It is something that has 
never happened before, and I am sure it is something that will never 
happen again. It might 10 years from now but the law of averages is 
that we will never have the weather conditions and that type of crop 
again, 

Now, I have on a little farther down here, but while we are talking 
about it, in 1950 we had about 18 million acres of cotton and we pro- 
duced only 10 million bales of cotton. I know people are saying that 
we are learning how to farm better and more fertilizer, ete., but in 
our section we are farming about the same now as we were farming 
in 1950, 

Now, we might be putting a little bit more fertilizer and poisoning 
a little bit more to control the insects better but I see no reason in 
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the world not to believe that it is entirely possible next year or the 
year after next, on 17 million acres of cotton, we might precnen only 
7 million or 8 million bales. I think it is entirely possible, and this 
tremendous crop that we had this last year, it was just a gift of the 
Lord, that was all. 

The Cuarman. All right, proceed. 

Mr. Parreson. We are opposed to limitations on price supports 
and graduated price-support scales. Such policies would cause dis- 
tressed selling of farm commodities and would disrupt marketing pro 
cedures. We are opposed to quantity allotments. Such a program 
would remove the incentives for efficiency and increased productivity 
in American agriculture that have enabled the farmers to meet increas 
ing costs, the demands of an expanding population, and, at the same 
time, supply vitally needed food and fiber for national defense. Ex 
cept in time of national emergency through price ceilings, it has never 
been the policy of our Government to establish maximum limitations 
on productivity. To establish maximum limitations would push 
farmers still further behind in terms of efforts to attain comparable 
productivity and comparable incomes. 

Present cotton market prices are determined by loan values and 
depend upon eligibility of every bale of cotton to Government loan. 
Withdrawal of the floor beneath any substantial part of the current 
crop will degrade market prices, and will react to the disadvantage 
of every farmer, large or small. 

The proposed dollar limitations on price supports and various pro 
posals for reduced loan levels for different dollar volumes strikes at 
the heart of orderly marketing as a factor in farm income stabiliza- 
tion for storable commodities. The critical need for orderly market- 
ing was recognized by Secretary of Agriculture Ezra Taft Benson, 
who urged cotton growers to spread out the marketing of their 1953 
crops in an official statement issued September 14, 1953. A copy of 
the statement is provided for the record. 

[t says in part: 

“As we enter the period when cotton will be harvested in heaviest volume, it is 
very important that producers market their crop in an orderly way.” Secretary 
Benson said additionally, “Producers themselves can do a lot to promote con- 
tinued stability by avoiding unnecessary marketing during the September-Novem- 
ber period. In most years about four-fifths of the crop is harvested during 
these months, and the danger of market congestion is greatest at that time. 
The experience of other years has proved definitely that orderly marketing pays 
in better returns to the producers.” 

Senator Clinton P. Anderson, a member of this committee, when he 
was Secretary of Agriculture recognized orderly marketing and the 
use of CCC loans as a major tool whereby farmers could help them- 
selves in meeting temporary gluts in production. It appears to us 
that unrestricted access to CCC loans is highly essential for storable 
commodities, 

And I think, Mr. Chairman, that every Secretary of Agriculture 
that we have ever had recommends the same thing. 

Mr. Benson indicates that the acreage reserve is needed to provide 
“room” in the market by a further cutback in current production. 
lor export commodities like cotton and rice it will be to no avail 
unless effective programs are put forward to sell our cotton and rice 
at competitive prices abroad. Otherwise, both friendly and Com- 
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munist-dominated countries will move to take up the “room” provided 
by the acreage reserve just as they have taken up much of the “room 
provided in world cotton and rice markets as we have cut back through 
acreage allotments and marketing quotas in 1954 and 1955, 

We recommend adoption of the “conservation reserve” section of 
the soil-bank plan with emphasis on soil-and-water conservation and 
the building up of our forest resources. 

Long-range benefits to the United States could come from a pro- 
gram to encourage the voluntary shifting of a portion of our crop- 
jand to grass, trees and water storage. The scope of this program, 
as outlined by the Secretary, would involve approximately 25 million 
acres and would be intended as a long-range adjustment in land use. 
With adequate incentives, much could be accomplished toward ac- 
celerating the shifts of actual production in areas of high efliciency, 
building up fertility reserves and preventing the loss of topsoil to 
wind and water. 

Along that line, we are highly in favor of that for this reason. In 
our territory, as we are cut back on our cotton acreage we have been 
putting that acreage in soybeans, for instance. Now, we realize the 
danger of what that will mean to soybean market farther down 
the line so we feel that this would be fine. 

In other words, when we take it out of cotton and have to take 
these cutbacks, instead of putting it into soybeans to depress that 
market, we can put it into soil conservation. 

We agree with that heartily. 

The CHarmman,. On what basis would you expect it would be han- 
died that way 4 

Mr. Parrrson. Well, in order for it really to be effective, are you 
talking about what prices ? 

The Cuatrman. Yes; that is what I am talking about. 

Mr. Parrrson. It would have to be commensurate with what we 
have been making on soybeans, and I believe as the Secretary rec- 
ommended the other day, a little bit higher than that. 

The Cuamman. That was allotted acres. The Secretary had in 
mind allotted acres, Mr. Patteson. 

Mr. Parreson. I think, for instance—— 

The Cuarrman. He makes a difference between the acres that are 
taken out of allotment and then the general run of acres that are 
set aside purely for conservation. 

Mr. Parreson. I thought his program was based on any commodity 
that there were price supports on, was it not ? 

The Cmarrman. Yes. 

Senator Arken. The conservation reserve applies to all commodities 
on all acres wherever located, whether the price has been supported or 
not. 

The Cuarrman. Yes; that is right. But the payments, though, 
are to be higher on the allotted acres that are taken out of cultivation 
than on the regular run of soil-conservation acres. 

Senator ArkeN. On the conservation reserve which is to be taken 
out of the allotments, the Secretary indicated that the payments 
would have to be higher than what the grower would normally ex- 
pect to receive from producing that crop there; otherwise he would 
not come out of production. 

64440—56—pt. S26 
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Mr. Parrrson. You mean the acreage reserve ¢ 

Senator A1rxen. The acreage reserve; that is right. 

Mr. Parreson. I am sure he isright on that. 

Senator Arken. And that applies to only four commodities as it is 
written now. But you understand, that is tentative; that is a pro- 
posal. 

Mr. Parrrson. But nevertheless, in my own case, this cutback that 
I have received in cotton for the last 2 years—and this year is going 
to be the third straight—we are immediately putting that into soy- 
beans, because it is the only other cash crop that we are allowed to 
gvrow. 

Senator ATKEN. Yes. 

Mr. Parreson. So we would be delighted to put that into the soil 
conserving end of the program. 

Senator Arken. That would have to go under the conservation pro- 
gram 

Mr. Parreson. The conservation program. 

Senator Arcen. And be taken out of production for a period 
years. 

Mr. Parrreson. That would be all right, sir. 

Senator ArkeN. Whereas, under the ac reage reserve, that is a yea 
to-year proposition for the next 4 years. 

Mr. Parreson. I understand. But we would be willing to do that 
because we are being a little selfish even in that, because we realize 
that when we put it into soybeans and come into competition with 
the Corn Belt and Wheat Belt, we are not only hurting them and hurt 
ing our own price on soybeans, but we are also hurting our price on 
cottonseed. 

The CHarrMan. What would you consider a fair return per acre 

Mr. Parreson. I think that is more or less based on the land. 

The CuHarrman. Take your farm asanexample. Give us your farm 
as an example. 

Mr. Parreson. Well, let us put it this way. Say _ we probably 
average about 25 bushels of soybeans to the acre. <A dollar to the 
bushel, that is $1.50. 

Senator THyr. Now, how much more do you earn on cotton ? 

I have been trying to get a couple of questions in here for several 
minutes, Mr. Chairman. I regret that I have 

The CHatrMan. You will get your turn, Senator, in a minute. 

Senator Ture. Allright, Mr. Chairman. If you want to run a show 
like this, go ahead. 

The Cuarrman. Well, that is the way it was run this morning during 
my absence, and I am sticking to it. 

Senator Tuyr. Thank you. I did not know. You were running a 
couple of series of questions up there at the end of the table and | 
thought I had an idea that might contribute something to the value of 
this hearing, and so I tried to throw it in. 

The Caatrman. It will save. It will not deteriorate, will it? You 
will be able to ask it later. 

Senator Ture. Go ahead, Senator. 

The CaarrkMaNn. I just wanted this one answered. 

Senator Tyr. But you and Senator Aiken were just running a cross- 
current of questions, and I just thought I had an idea and I tried to 
throw it in. 
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Che CuarrmMan. What I desire to have is simply an answer to my 
question—that is all—and after he answers my question then you can 
vo on and ask the questions you want, That is the way we have been 
running this committee and I hope to keep it that way. 

Mr. Parrrson. What was the question, Senator? 

The Cuamman. The question was how much cash would you require 
on vour own acres‘ 

Mir. Parreson. On the soil conserving end of it, I would say that I 
would be glad to rent quite a number of acres at $10 an acre. 

The CHAIRMAN. $10 an acre‘ 

Mr. Parreson, Yes. 

The CuarrMan. Is that the profit you make? 

Mr. Parrrson. Now, the reason for that 

The CuairMan. Waita minute. Is that the profit that you make on 
soybeans ¢ 

Mr. Parreson. No. Let me explain. You see, I hire no day labor 
at all. Ihave quite a large farm but they are all tenant farmers. I 
do not raise an acre of cotton or an acre of anything. I have some 
cattle. But mine are all tenans. I have a tenant on my farm, and 
they are family-size tenants, you see. So I just get a proportion of 
what comes off of that. 

Say that that acre will produce $40 out of soybeans. Then I get 
$10. You see, I get one-fourth of it. 

The Cuarrman. What would your tenant get / 

Mr. Parreson. The tenant gets three-fourths. 

The CHamrmMan. No, no. But I mean, if you were paid $10 by the 
Government, what would your tenant get ¢ 

Mr. Parreson. What I think is going to happen on this—of course 
it has already happened—there are going to be quite a few tenants 
that are not going to be there. 

The Cuatrman. So it would reduce the number of people that you 
now have as tenants ¢ 

Mr. Parreson. There is no question about that. 

The CuHatrMan. And you would get the $10 / 

Mr. Parreson. That is right. That is what would happen. But 
that is what is happening, as I say, already, because every time we get 
cut back, we are not forcing them off; it is the economic conditions. 
‘There is not enough cotton there for a family to make a living on. 
So they are leaving the farms by the thousands, anyhow. 

The CuarrmMan. Senator Thye, do you desire to ask a question? 

Senator Ture. I will wait. 

The Cuamman. All right. Proceed. 

Mr. Parreson. No.7. We recommend drastic revision or outright 
suspension of all foreign aid programs tending to stimulate produc- 
tion abroad of commodities in surplus supply in the world markets 
or on which production is curtailed within the United States. 

No. 8. We note with interest that the Secretary indicated he would 
increase price support levels for protein crops such as soybeans 
and flaxseed. We hope that he will take similar action on cotton- 
seed. 

9. A planned program of dispersal outside normal trade channels, 
and aimed at the utilization of surplus cotton for the relief of less 
fortunate citizens, is indicated as desirable under present conditions. 
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A stamp plan or some other plan is suggested so that cotton wear- 
ing apparel and household necessities, inc eluding mattresses and other 
articles of cotton, may be channeled directly to low-income families and 
eleemosynary institutions, either at a low cost or as a direct donation 
from the Government. Such a program would serve a two fold pur- 
pose and would tend to strengthen rather than complicate domestic 
markets. 

The CHamman. Any questions? 

(No response. ) 

The CuarrmMan. Thank you ever so much, sir. 

Mr. Parrreson. Mr. Chairman and gentlemen, thank you very much 
for the opportunity to appear 

The Carman. Mr. (tibert Parker. 

Will you give us your name in full for the record, and your occupa- 
tion, please ¢ 

Mr. Parker. Gilbert F. Parker. I am a cotton farmer. [ live in 
7 iptonv ille, in Lake County, Tenn. 

The Cuamman. All right, proceed, sir. 


STATEMENT OF GILBERT F. PARKER, TENNESSEE AGRICULTURAL 
COUNCIL, TIPTONVILLE, TENN. 


Mr. Parker. I ask your indulgence to read this. 

[ am a director of the Tennessee Agricultural Council and am ap- 
pearing here today in behalf of that ‘organization. I am also a di- 
rector of the American Cotton Producer Associates, whose repre 
sentative just spoke to you. 

The Tennessee Agricultural Council is a nonprofit organization 
dedicated to the support and improvement of the economy of our State. 
We speak for Tennessee cotton farmers and appreciate the oppor- 
tunity to present their views. 

The Cuarrman. Do you agree with the statement just made by Mr. 
Patteson on beh: “ of the organization that he spoke for? 

Mr. Parxer. I do. 

The Chairman. All right. Proceed. 

Mr. Parker. The people of Tennessee depend upon agriculture for 
a major part of their income. We have but a few large industries in 
our State and, in most of our counties, all segments of our economy 
and society depend either directly or indirectly upon the agricultural 
dollar. Cotton accounts for approximately 50 percent of the total 
income from farming. We have 263 cotton gins, 30 compresses, and 
13 oil mills serving over 56,000 Tennessee farmers growing cotton for 
their living. The average cotton acreage per farm in Tennessee is less 
than 9 acres. 

The problem that we wish to emphasize is concerned with the dras- 
tic decline and loss of a reasonable or fair share of the world cotton 
export trade. Had we continued to export at our historic level, we 
would not now be faced with a cotton problem. 

Senator Kastitanp. Mr. Chairman, could I ask him a question there ? 

The CHarrMan. Yes, Senator. 

Senator Easttanp. Mr. Parker, of course, you know that the De- 
partment of Agriculture has favored the export pricing program for 
cotton. That is true, is it not? 

Mr. Parxer. Yes. 
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Senator Easttanp. Now, it has been blocked by the State Depart- 
ment ¢ 

Mr. Parker. That is my understanding. 

Senator EastLanp. Yes, sir. Now, do you agree that it has been 
blocked at the instance and by the influence of 4 or 5 international cot- 
ton shipping houses that have influence with our State Department ¢ 

Mr. Parker. I do, 

Senator Eastianp. In other words, you think that our foreign cot- 
ton policy has been manipulated to enrich those 4 or 5 corporations; is 
that true? 

Mr. Parker. That is the only conclusion I can arrive at, Senator. 

Senator Easrntanp. Yes. And we have hundreds of thousands of 
farmers lined up on one side with 4 or 5 great corporations on the 
other side? 

Mr. Parker. That is about it. 

Senator EASsTL AND. And those corporations are able to influence 
governmental policy y; is that correct ? 

Mr. Parker. They seem to, yes, sir. Wedonot. And I speak asa 
small cotton farmer. 

Senator Easttanp. Now proceed. 

The Cuamman. Proceed. 

Mr. Parker. As we see the problem today, we have only two courses 
before us. One course—and let us call it the negative course, if you 
please—is to continue to operate as we have in recent years. Under 
this program, the cotton farmers of the United States will make the 
supply adjustment for the entire world. The United States will con- 
tinue as a residual supplier in world markets. This means continued 
stepdowns in acreage allotments. At the same time, foreign produc- 
tion will continue to increase and become more firmly entrenched. 
Thus, the United States share of the world market will become smaller 
and smaller. If our exports continue at the present rate for the re- 
mainder of this year, they will have dropped from nearly 50 percent 
of the world total in 1949 to approximately 20 percent. Actually, the 
figure at the moment is 19 percent. 

The October 1955, monthly review of the world cotton situation, 
published by the International Cotton Advisory Committee, Washing- 
ton, D. C., summarizes the situation as follows: 

As the season progresses, it becomes increasingly obvious that aggregate free 
world production outside the United States will set a new record high for the 
postwar period—indeed, an all time record. On present estimates production is 
put at approximately 17 million bales compared to 15.5 millions in 1954—55. 
Several important observations can be made concerning cotton production out- 
side the United States: 

(1) Production has increased every year since 1947-48 and in the aggregate 
has almost doubled over this period. 


(2) The upward trend in cotton production is apparent in virtually all 
countries. 

(3) The rate of increase has accelerated in the last two seasons. 

(4) Of late, this increase has occurred despite the tendency to lower cotton 
values, 

(5) Cotton production has now become entrenched as a major industry in 
inany countries where cotton was relatively unimportant a few years ago. 

(6) The continuous upward trend in cotton production has exploded the myth 
that the production potential for cotton outside the United States is limited. 

(7) If present trends continue, in two more seasons cotton production oitside 
the United States may be sufficient to meet all consumption requirements outside 
the United States without any imports from that country whatsoever. 
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The increase in production expected this season is based on the following 
considerations : 

(1) An increase in production in Mexico by some 300,000 bales. 

(2) An overall increase in acreage in the Middle East and Pakistan. 

(3) The fact that vields last season were less than normal in Brazil, Argen- 
tina, and Uganda. 

(4) The continuing expansion of irrigation in Mexico, Pakistan, Turkey, and 
Syria and in some of the smaller countries. 

(5) Indications that interest in cotton production will remain high in South 
America, 

The other course, which I please to call the positive course, wil] 
require positive action on the part of our Government to reestablish 
our export trade by selling competitively in the world market. Every 
effort has been made by producers and mills to secure administrative 
use of the tools already provided by Congress to reestablish and main 
tnin a fair share of the world cotton market for this country, and at 
the same time provide adequate protection for United States mills. 

So far, this action has not been taken for fear of upsetting the econ 
omy of other free world countries. We wish to point out that foreign 
cotton producers have been requested repeatedly by officials of the 
United States Department of Agriculture to control their production. 
They were told that the United States could not stand by if they 
continued to expand cotton acreage while we reduced ours through 
controls. This advice went unheeded and cotton growing has now 
become entrenched as a major industry in countries where cotton was 
relatively unimportant a few years ago. 

Senator Easrtanp. American capital created them, did it not? 

Mr. Parker. I would think so; yes, sir. 

Senator Easrtanp. Certainly. 

ae Parker. American capital is needed to do anything, it seems, 

1 foreign countries. 

Senator Easttanp. I see. But it has created those industries ? 

Mr. Parker. That is true. 

Senator Easr.anp, These international shipping houses have done 
it. 

Mr. Parker. Shall I proceed, sir? 

The CuarmMan. Proceed. 

Mr. Parker. Proposed action by the Department of Agriculture 
has been blocked, and efforts of United States producers ‘to reduce 
supplies by drastic controis have proven to be futile in the face of 
continued foreign increases. Producers are now faced squarely with 
the conclusion that our planners and foreign policy makers consider 
that the cotton industry of the United States is expendable. 

I would like to say something right here, gentlemen. We protest 
that feeling. It may or may not be true, but we consider ourselves 
good American citizens, and as such we put up our part of the $52 
billion which has been spent in foreign countries in the last 10 years. 
We feel that we are due an adequate amount of protection. 

On December 5, 1955, a meeting was held in Memphis, Tenn., under 
the auspices of the Ni tional Cotton Ginners Association. This meet- 
ing was attended by delegates selected to represent each of the six 
segments of the cotton industry. Producers were represented by the 
American Cotton Producer Associates. Other organizations having 
voting delegates to the conference were: American Cotton Manufac- 
turers Institute, National Cottonseed Products Association, American 
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Cotton Shippers Association, National Cotton Compress and Cotton 
Warehouse Association, and the National Cotton Ginners Association. 
At the close of the conference, 5 of the 6 industry groups voted ap- 
proval of a recommended program. The shippers association cast 
the lone dissenting vote. 

I wish to present their recommendations as representing the com- 
bined thinking of delegates representing 5 of the 6 segments of the 
entire cotton industry. 

Until stocks held by the CCC are reduced to a level consistent with 
normal demand—and including a sensible reserve for national secu- 
ritvy—it is doubtful that any plan or combination of plans will stand 
a chance of success. We harbor no illusions as to the outcome of 
following our present course. It involves, briefly, reduction of pro- 
duction, reduction of price, loss of markets, increased foreign pro- 
duction of cotton, and increased production of synthetics here and 
abroad. 

The following action is needed to reverse the dangerous trends in- 
herent in the present program: 

(1) Action to insure a world market of not less than 5 million bales 
of American cotton each year; and adoption of such competitive pric- 
ing devices as may be necessary to insure this export volume. 

(2) Impose reasonable and equitable restrictions against cheap for- 
eign textiles. 

(3) Revise the loan program to eliminate, eventually, undesirable 
cotton. It is suggested that this adjustment be made through a pre- 
mium and discount system aimed at discouraging the production of 
low-grade cotton. 

(4) Change the loan base from Middling 7% inch to Middling 1 
inch. In justification of this proposal, it may be said that the loan 
is supposed to be based on the average grade and staple, that the 
present average will support the view that Middling 1 inch is the 
proper and legal loan basis. By 1o means should this proposal be 
justified as a means of discouraging production of low-grade cotton, 
since the CCC Board approves the schedule of premiums and dis- 
counts individually, for each loan program. Unless the differentials 
are broadened, a change in the loan base could result simply in a price 
cut of the same degree on any and all grade and staple combinations. 

(5) One change in the law applicable to cotton acreage allotments 
is desirable and practical at this time. It is suggested that a national 
reserve shall be established and allotted to States on a basis of need 
for small farm adjustments. Such reserve might provide minimum 
allotments of 4 acres, or the highest planting in the 3-year period 
preceding the allotment year. 

(6) A Government study regarding the effect of price upon cotton 
consumption in both domestic and foreign markets is absolutely 
essential. 

(7) Drastic revision or outright suspension of all foreign aid 
programs tending to stimulate production abroad of commodities 
already in surplus supply in the world market, or on which production 
is curtailed within the United States, is also essential. 

(8) Ninety percent parity price supports should be established for 
the 1956 crop, and should be maintained until such time as present 
conditions have been corrected by a long-range program. 
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Gentlemen, we are opposed to compulsory features of any soil bank 
plan. At best, the soil bank should be as its name implies, a program 
to increase soil fertility and conserve our most important natural 
resources. As such, it can be of benefit to the Nation. It should not 
be used to further reduce cotton acreage. Our allotments have al- 
ready been reduced to dangerously low levels. The average cotton 
allotment in Tennessee for 1956 is a little less than 9 acres and thou- 
sands of families have been displaced from farms to seek other em- 
ployment. Many of these people know no other method of making 
x livelihood and are swelling unemployment rolls, 

Senator Arcen. Mr. Chairman, may I interrupt there? I have 
got to leave for a few minutes pretty soon. 

The Cuarrman. Senator Aiken. 

Senator Aiken. The day before yesterday I was somewhat myst 
fied by getting 15 to 18 telegrams from the delta area, mostly in 
Missouri, advising me that the Department’s soil-bank plan would 
ruin the cotton industry, in wording that opposed it in every way 
vossible. 

These telegrams were all practically identical. None of them told 
why the Secretary’s proposed plan would ruin the cotton industry. 

But the mystery has been somewhat cleared up today when I re 
ceived a copy of the Commercial Appeal, and under date of January 
18, I find this story: 


Sor, BANK WARNING GIVEN BUSINESSMEN ; LAW To ReDduUcE INCOME, Says Corron 
CureFr; 20 PErcENT Cut SEEN 


PORTAGEVILLE, Mo.—The businessmen in agricultural areas can expect a 20 
percent cut in their income if the soil bank agricultural program becomes a law. 
That was the warning given Tuesday night to political, business, and agricul- 
tural leaders by Hilton L. Bracy, executive secretary of the Missouri Cotton 
Producers Association. 

Now, I call attention to this because I do not know how many people 
throughout the South have read it. I expect a good many have. Asa 
matter of fact, the first statement that businessmen could expect a 
20 percent cut in their income is completely wrong. 

[t then states that the administration forces are trying to get quick 
passage of the bill before people get wise to what is going on. 

That is completely wrong, also. 

Then farther down Mr. Bracy states: 

If you don’t cooperate, the remaining 80 percent of your cotton crop will not 
be eligible for a loan. 

That is completely wrong. You take out whatever acres you want 
and put them in the acreage reserve, and whatever you take out to 
keep out of production does not affect the balance of your planning 
at all. 

He then says: 

The most dangerous part of the new farm bill was the attitude of the admin- 
istration that it was going to give up the world market to foreign producers, 
leaving the American cotton farmer only his domestic market. 

That is also wrong. It is not in the bill or anywhere near it, so 
far as I know. 

He then says—and they evidently urged them to send telegrams 
to us saying that Friday was the deadline—that i is today— 


with the bill due to be submitted on that date. 
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That may be news to you, Mr. Chairman. 

The Cuairman. Oh, yes. I wish it were before the Senate now. 

Senator Arken. Then it goes on and winds up by saying: 

This means that if passed in its present form, the cotton farmer would now 
face a 20-percent reduction in this year’s cotton crops after the allotments have 
already been made and plans for the coming year set. 

The whole story is wrong. I hope not many folks believed it, and I 
am not sure that these 15 or 20 telegrams that I got came from 15 or 
20 different people, either. _ 

The Cuatmrman. Proceed, sir. 

Senator ArKkeN. They all read alike. 

Mr. Parker. We are also opposed to limitations on price supports 
and graduated price-support scales. These devices set class against 
class and do nothing toward correcting our farm problem. 

We urged that the Senate Agriculture Committee use every means 
at its disposal to help regain a fair share of the world cotton trade for 
the United States. We specifically endorse the principle embodied 
in Senate bill 2702, which directs that present authority be used to 
reestablish and maintain a fair share of the world’s raw cotton market 
for the United States and, at the same time, provide protection for 
United States mills under section 22. It has already been brought 
out that this same authority has been effectively used before and is 
now being used for some 20 or more other commodities. We wonder 
why it cannot be used for cotton. 

The cotton textile industry in this country is also threatened by a 
great increase in cotton textile imports entering the United States as 
a result of agreements made by our State Department at Genera in 
June 1955. Japanese goods are now being sold across the counter 
in United States stores at prices considerably below the level that our 
industry can meet. This is due to cheap labor rates, modern equip- 
ment bought with United States money under our foreign-aid pro- 
gram and free access to lower priced raw materials. 

According to the International Cotton Advisory Committee and 
United States Bureau of Census, 80 percent of the cotton goods im- 
ports since 1953 have been manufactured with foreign-grown cotton— 
80 percent. In 1953 Japan obtained only 30 percent of her cotton 
from the United States. In 1954 and 1955, the amounts obtained 
from the United States were 39 and 38 percent, respectively. Thus, 
the bulk of the cotton entering this country in the form of manu- 
factured goods is foreign-grown cotton. 

This, of course, displaces domestic growths, as well as adversely 
affecting the position of United States mills. S. 2702 provides for 
an increase in these imports, but would limit the amount to 150 
percent of the volume entering this country during a representative 
2-year period. We consider this to be a liberal increase. .As cotton 
producers, we consider the welfare of our domestic mills to be essen- 
tial. We view the need for raw cotton exports and protection for 
our mills as one problem. : 

In conclusion, I would like to emphasize the fact that American 
agriculture has a tremendous responsibility. It must provide ade- 
quate food and fiber for the entire population, and, at the same time, 
be able to expand production on a short notice to fill emergency 
requirements. Farmers throughout the United States have demon- 
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strated their ability and willingness to comply with production 
goals both in times of peace and war. 

The problems of farming are somewhat different, however, from 
those of industry, and farmers are not able to exercise the same pre- 
cise degree of controls over production. A long-range farm program 
for the United States must take certain factors into consideration. 
It must assure an adequate supply of agricultural commodities for 
domestic consumption and export. It must be designed to provide 
for adjustments in farm production, and it should provide for eco- 
nomic stability and equality of farm income. The farm program is 
not aot for the benefit of agriculture, but it is for the protection 
of the Nation as a whole. 

We endorse the recommendations, incidentally, presented by the 
American Cotton Producer Associates. 

The Cuatrrman. Thank you, sir. 

Any questions? 

( No response. ) 

The Cuatrman. Thank you, sir. 

Mr. Parker. Thank you, Mr. Chairman. 

The CHatrmMan. Mr. Cortright. 

Will you give us your name in full for the record, and your occu- 
pation. 


STATEMENT OF GEORGE C. CORTRIGHT, JR., CHAIRMAN, AGRI- 
CULTURAL COMMITTEE, DELTA COUNCIL, ROLLING FORK, MISS. 


Mr. Corrrientr. I am George C. Cortright, Jr., a cotton farmer, 
Rolling Fork, Miss. 

Mr. Chairman, I would like to file this statement for the record and 
say that substantially we endorse the previous testimony that has 
been presented here, and confine my remarks to trying to fit the ideas 
of Mississippi cotton producers into the bill as introduced by Senator 
Aiken and other members of your committee the other day. 

First I want to say that we would like to reemphasize the absolute 
cuilt of international cotton concerns in financing, in building up, 
and in supplying the bulk of the export market in the last 5 years. 

Senator Easritanp. Do you think they have blocked an export pro- 
gram ¢ 

Mr. Corrrienr. I think they have used every tool at their command 
to block that. 

Senator Easttanp. Yes, sir. And they control the State Depart- 
ment, do they not? 

Mr. Corrricut. I assume the Secretary of State controls it, but cer- 
tainly they have got inroads into it where they can reach his ear. 

The Cuamman. Senator Eastland, you have held hearings on the 
questions. Was that proven before your committee? 

Senator Easttanp. Without a doubt. 

The CHarrman. How is that? 

Senator Eastianp. I think, without a doubt, Mr. Chairman. 

Mr. Corrrient. But I want to emphasize our belief in their abso- 
lute guilt. Congressman Whitten, of Mississippi, on Agriculture 
Appropriations, has documented their guilt, and it is a part of his 
report and it is available to whoever would like to see it, and it is a 
fact. 
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Continuing, Mr. Chairman, we would like to say that for cotton, 
we do not think that the soil bank alone is the answer. We believe 
that it is imperative that we get an export program, an aggressive 
export program, that is unrestricted, moving. 

Certainly the soil bank has some merit in taking off of this end of 
production, but we have got to move more cotton into consumption, 
Otherwise we will find ourselves reaching a position where we expect 
to produce only for the domestic market. 

Possibly we could endorse the soil bank as far as it concerned acre- 
age reserves, provided there are no mandatory provisions in it, and 
provided it is a limited program of short-term duration. But we 
could not endorse such a program if it were to be effective over a long 
term. And we endorse it in that limited capacity only so long as 
we do get, along with it, an aggressive, active export program. 

The Cuatrman. Now, will you be a little more specific as to what 
you mean by an export program, as to the cost to the Government ! 
What have you in mind there? 

Suppose cotton is selling abroad, say, at 25 cents, and the cotton 
costs the United States 32 cents. 

Mr. Corrrient. Until the present surplus is liquidated, the Gov- 
ernment of the United States is going to have to pick up the check 
for the difference. 

Senator Easttanp. Haven’t they already picked it up? 

Mr. Corrriegnt. They have begun to do that on a limited basis. 

Senator Eastianp. If it is cotton that costs the Government 32 
cents, and the market has slumped and it is worth 25 cents, the Gov- 
ernment’s cotton stocks are just worth 25 cents. 

Mr. Corrrieur. It is going to cost them that either way they go. If 
they take it out of the surplus and pay the farmer back, it is going to 
cost them that, either way they go. 

The Cuarrman. In your plan, would you want the local millers to 
have the opportunity of purchasing cotton at the same price? 

Mr. Corrrienr. It is my thought that that would not be a good 
part of the plan. I would rather give them protection from textiles 
produced in foreign countries, and to that part of their manufactures 
that they sell into the foreign market, let them have that portion of 
the cotton at the same price that the cotton is exported at. 

_ The Cuamman. And you would, want to protect them from 
importations ? 

Mr. Cortrieut. From a vastly enlarged importations. 

The CuatrMan. On a quota basis? 

Mr. Corrrigut. Certainly. You would be reasonable on it. 

The CHarrman. All right. Proceed. 

Mr. Corrrieut. Another portion of the bills that we have seen 
copies of has to do with this idea of limitations of supports. 

It is our contention that the support program, one of the primary 
purposes for its institution was to give us an orderly marketing pro- 
cedure, and if we are going to have a limitation of the amount of 
cotton that any grower can put into this support and limit the amount 
he is protected for, we are going to destroy any possibility of an 
orderly marketing procedure, and the price is going to go-to the 
level of the lowest support. 

It occurs to me personally as a punitive type of legislation. It is 
class legislation, really, and we have enough envy and jealousy be- 
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tween people already without giving the force of legislation to mak 
that look larger. 


2 

Further, I think that we should remember that the price suppor F 
program in its original conception was not intended to be a dole to 

farmers. It was put there for a purpose, and not put there as a dole. i 


Further, too, if we do that, it would be a vast problem of adminis- 
tering that program as regards the tenants’ participation in it, and 
at what level the tenants would participate, because I am sure you 
are familiar that in the administration of the program that tenants 
have no contact directly with ASC officers in the county, and their only 
relationship is with the landlord, and it would be very difficult to see 
just where they stood in such a program there. 

Another thing that gives us some trouble is this idea of units of 
production against acres of production. Quite naturally, we think 
that the acres-of-production plan is much more workable and much 
more easily administered, and we will testify to that effect. 

We can see some advantages of keeping possibly a closer control if 
we went to units of production, but as an alternative we would recom- 
mend to the committee that they see that a much closer job of policing 
the present program is tried before we use that as a legitimate reason 
to go to the unit system. On the farm it would be an absolute i impos- 
sibility for a given farmer to plan sensibly on the basis of units. 

[ will give you my personal illustration. For 8 consecutive years, 
my yield was better than 750 pounds per acre. In the past 2 years 
when the Nation’s yields have t een so very high, my yields have been 
{50 pounds to the acre. So on a unit basis, “that would have com- 
pletely distorted my picture, and I could not have made any sensible 
plan, and it would create many hardships in the administration of 
the program. 

We endorse basically the six measures that have been testified to 
by the other members of the committee. 

We want to say that we appreciate the work that the Senate Com- 
mittee on Agriculture has always done. We feel sure that it will 
be a fair and workable bill that comes out of your efforts. 

The Carrman. I hope so. 

Thank you, sir. 

Any questions ? 

Senator Eastianp. No. 

(The prepared statement of Mr. Cortright, in full, is as follows:) 

My name is G. C. Cortright, Jr. I am a cotton farmer from Sharkey County, 
Miss., and am chairman of the Delta Council Agricultural Committee. Delta 
Council is an organization representing the interests of the 650,000 people of 
the 18 Delta and part-Delta counties of Mississippi. In spite of advances in 
industry, 61 percent of the people in Mississippi depend upon agriculture for 
a livelihood. Even with great progress in crop diversification, income from 


cotton lint and cottonseed accounts for approximately two-thirds of the cash 
income from farm marketing in Mississippi. 
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INDUSTRY FACES CRISIS 





Severe cuts in cotton acreage have created new problems in Mississippi and 
in other cotton States—diverted acres, displaced labor, reduction in gross farm 
incomes, high production costs, and insecurity for the future. Mississippi cotton 
acreage has been reduced from 2,670,686 acres in 1953 to 1,646,562 acres in 1956. 
National acreage has been reduced 38 percent during the same period. Accord- 
ing to the Department of Agriculture, the reduction in acreage from 1954 to 1955 
displaced 11,981 Mississippi farm families and more than 55,000 farm families 
were displaced in the Cotton Belt, 
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Gentlemen, the cotton industry of the United States is facing the most serious 
crisis in history. The economic future of cotton-producing and cotton-spinning 
areas hinges upon the course of action to be determined by the Congress of the 

=a i ct 
er ehaen FOREIGN COTTON FILLS GAP 

It has been fully demonstrated by the rapid expansion of acreage in foreign 
countries during the current period of acreage controls in the | nited States that 
our allotment level is being used as a gage by which production goals are set 
abroad. Our crop-control program was designed to deal with domestic problems 
and not with a worldwide situation. Through lack of consideration for the do 
mestie scene in our foreign-aid programs, the purpose for which our acreage- 
control law was designed has been defeated. By reducing our domestic acreage, 
we have tried to adjust world supplies, but, at the same time, we have stimulated 
foreign cotton production with foreign agricuitural aids and the encouragement 
of venture capital, some of which has come from United States sources. The 
result has been an increase in foreign cotton acreage totaling almost exactly 
that of our reduction at home. Cotton production in Communist areas has in- 
creased more than 70 percent. The American cotton farmer has had to bear the 
brunt of an unsuccessful attempt to adjust world supply. He is now facing a 
permanent loss of historical export markets. This will mean that he is out of 
business, 

SOIL BANK NOT THE ANSWER 


The soil-bank program, as proposed, is entirely inadequate to deal effectively 
with this problem for cotton. It fails to provide mechanisms for implementing 
an aggressive export policy that must be an essential part of any farm plan 
While aiming at reducing the carryover to normal in 3 or 4 years, it would de 
nothing toward discouraging still further foreign expansion of cotton. 

In fact, the program presented by the Secretary can only mean that our basic 
agricultural products have no place in foreign trade; that our farm program is 
being geared to domestic consumption and that the United States will be the 
residual supplier in world markets. This policy, if adopted, will result in still 
further increases in cotton production abroad with an outright displacement of 
many thousands of farm families in this country. The impact on the total farm 
economy of this country will be disastrous. 

We believe that some features of the soil-bank program have merit if directed 
toward soil-conserving and fertility-building practices and if needed attention is 
given to rebuilding export markets. We are opposed to any plan which would 
force farmers to further reduce allotments by requiring such reduction as a con- 
dition of eligibility for price supports. 


ORDERLY MARKETING 


We are also opposed to any ceiling or dollar limit on price supports. If groups 
of farmers are excluded from price supports because of size of farm or volume 
of production, this would defeat the basic purpose of the price-support pro- 
gram—orderly marketing. By forcing larger or more efficient producers to dump 
their crops at harvesttime, small farmers would also be penalized. Their entire 
production would be forced into CCC stocks with no hope of sale during the 
year at better than loan prices. 

To illustrate the value of the CCC loan as an orderly marketing tool, I wish 
to quote from a statement made by Secretary Benson on September 14, 1953, 
at which time he urged cotton farmers to use the loan program: “As we enter 
the period when cotton will be harvested in heaviest volume, it is very important 
that producers market their crop in an orderly way. Producers themselves can 
do a lot to promote continued stability by avoiding unnecessary marketing 
during those months, and the danger of market congestion is greatest at that 
time. The experience of other years has proved definitely that orderly marketing 
pays in better returns to the producer.” 

Ineligibility for price supports because of size of farm or volume of production 
runs counter to the very principle upon which this country was founded. Such a 
policy would also place a premium on inefficiency and would deny the opportunity 
for growth and expansion that is considered a basic right by all who live in a 
free country. The medium size or large farmer can no more exist-under our 
present economic system without an equitable price-support program than can 
the family-size farmer. The anticipation of a large volume of commodities, un- 
protected by the loan program or supported on a graduated scale would depress 
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both the spot and futures markets and, with current supplies, would precipitate j 
disastrous market conditions. There is no more valid reason for such a proposal ra 
than there would be for withholding a Government contract from a_ business 
or industrial concern because of its size, or for the Labor Relations Board to 
issue a decree preventing a union from representing its members because it was 
too big. 





NEEDED ACTION 


Gentlemen, the future of cotton growing and manufacturing in the United 
States is overshadowed by the critical nature and urgencies of the immediate 
situation. Efforts that have been made to secure relief through administrative M 
use of the tools already provided by Congress have been denied. As cotton i 
farmers, we believe that action to reestablish and hold a fair share of the wor!d & 
market for the United States with adequate protection for domestic mills is 


essential. We offer the following specific recommendations: : 

1. Adoption of the conservation reserve section of the soil-bank program. This if 
section provides for a long-range voluntary plan to shift about 25 million acres Es 
of cropland to forage, trees, or water storage. ; 

2. Adequate cotton acreage is essential for a healthy agricultural America eH 
and vital to our cotton economy—mills and producers If farmers are to have vA 
the opportunity to maintain their fair share of the world market without destroy fs 


ing their market at home, it is essential that there be established an overs 
dual-purpose program. Such a program should assure cotton sales in the world 
market at competitive prices and provide a textile import quota under section 2v 
which would permit foreign exporters of cotton textiles a fair share of the 
domestic market on a historical basis and, at the same time, prevent excessive e 
textile imports. Our domestic mills should also be afforded the raw cotton i 
equivalent of export textiles at the export price. The adoption of such a dual- 
purpose program is necessary if we are to prevent complete disruption of the 
cotton economy of cotton producing and manufacturing areas 

We specifically endorse and urge adoption of Senate bill 2702 introduced on 


mae a . 8 . es 
July 30, 1955, by 68 members of the United States Senate. rs 
3. We recommend one change in the provisions of the law applicable to cot- We 


Pi ton acreage allotnrents. With acreage allotments at present low levels, State 
and county reserves are wholly inadequate to deal effectively with small farm 
hardship cases. We urge that a national cotton acreage reserve, over and above 
the national allotment, be authorized that would be earmarked specifically for 
small farms. Such a reserve would prevent displacement of many farm families ea 
if used to adjust allotments on small farms to 4 acres or the highest planted in ; 
the past 3 years, whichever is smaller. 

4. Cotton growers are striving to attain levels of income comparable to those 
in the rest of agriculture and in other industries in these United States. If 
cotton farmers are forced to take a reduction in price support levels, adjust 
ments should be made in a manner to correct existing marketing inequities and 
thereby accomplish long-term benefits for the entire industry. This could be 
done by using the average grade and staple of the crop as the basis for the loan 
rather that Middling seven-eighths inch. Such a shift would help to discourage 
the production of unwanted staple lengths and grades. We recommend continua- 4 
tion of price supports at 90 percent of parity with changes in basic calculations 
as outlined above. It should be pointed out that the shift from the old to the 
new parity formula will lower price support levels substantially. We consider 
further changes in the parity formula to be desirable to eventually attain a more 
current relationship between selling prices and costs. 

5. We also recommend that our technical-assistance program should emphasize 
health, sanitation, and the raising of nutritional levels. We do not believe that F 
it benefits any foreign country, and certainly it does no good to the United States, F 
for us to encourage the production abroad of crops of which there is already a 
world surplus and of which production is curtailed in the United States. 

6. Under the extension of credit for agricultural development in foreign coun- 
tries, we recommend that all loan applications should be screened carefully for 
possible adverse effects on United States producers. We propose that all such 
loans should be conditional upon a commitment by the borrower not to use the 
proceeds to promote increased production of crops which are in world surplus. 

This should also be done for Export-Import Bank loans and all other loans and 
credits. 

Our present farm program is the result of many years of bipartisan effort on 
the part of the Congress of the United States, agricultural organizations and 
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Government agencies. It has worked successfully in the past. Certainly, it 
is not perfect and should be amended and strengthened to meet changing condi- 
tions. We do not believe, however, that it should be scrapped. 

We do not believe that any cotton program will be successful unless it is geared 
to an aggressive export plan. Our domestic consumption remains at a high level. 
The surplus of today is largely the result of the decline in exports, the reasons 
for which have already been covered. The answer lies in an export plan geared 
to regain a fair share of the world market. Without such a plan, along with 
adequate protection for our domestic mills, the cotton industry of the United 
States is marked for extinction. 

The CuatrrmMan. Is Mr. Hardy here? 

Mr. Harpy. Yes, sir. 

The CHatrmMan. Will you step forward, Mr. Hardy ? 

Will you give us your name in full for the record ¢ 


STATEMENT OF CLIFFORD H. HARDY, EXECUTIVE SECRETARY, 
NATIONAL COTTON GINNERS ASSOCIATION, BENNETTSVILLE, 
Ss. C. 


Mr. Harpy. Mr. Chairman, my name is Clifford H. Hardy. I am 
executive secretary of the National Cotton Ginners Association and 
the Carolina Ginners Association, Inc., with headquarters in Bennetts- 
ville, S.C. 

At the request of Senator Ellender for assistance in solving the 
present farm problem, the National Cotton Ginners Association held 
a meeting in Memphis, Tenn., on December 5, 1955. Delegations from 
all cotton-interest organizations were invited to present their views at 
that time. 

After thorough examination of all proposals submitted, the as- 
sembled delegates adopted the proposals presented by the delegates 
from the American Cotton Producers Associates. These proposals as 
adopted by this beltwide representation of the cotton industry are as 
follows: 

An anlysis of the major problems of the cotton-producing industry 
points to the need for immediate dispersal of current cotton stocks, 
coupled with short-term plans for correcting existing ills, and a long- 
term program for maintenance of the industry in a healthy condition. 


I 
SURPLUS STOCKS 


Until stocks held by the CCC are reduced to a level consistent with 
normal demand—and including a sensible reserve for national se- 
curity—it is doubtful that any plan or combination of plans will stand 
a chance of success. 

We harbor no illusions as to the outcome of following our present 
course. It involves, briefly, reduction of production, reduction of 
price, loss of markets, increased foreign production of cotton, and 
increased production of synthetics here and abroad. 


II 


_ Immediate action is needed to reverse the dangerous trends inherent 
in the present program. Suggested as a short-term program, and 
recognized as such: 
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(a) Action to insure a world market of not less than 5 million bales 
of American cotton each year; and adoption of ‘ach competitive pric- 
ing devices as may be necessary to insure this export volume. 

‘(b) Impose reasonable and equitable restrictions against cheap 
foreign textiles. 

(c) Revise the loan program to eliminate, eventually, undesirable 
cotton. It is suggested that this adjustment be made through a pre- 
mium and discount system aimed at discouraging the production of 
low-grade cotton. 

(d) Change the loan base from Middling 7% inch to Middling 1 inch. 
In justification of this proposal, it may be said that the loan is sup- 
posed to be based on the average grade and staple, that the present 
average will support the view that Middling 1 inch is the proper and 
legal loan basis. By no means should this proposal be justified as a 
means of discouraging production of low grade cotton, since the CCC 
Board approves the schedule of premiums and discounts, individually, 
for each loan program. 

Unless the differentials are broadened, a change in the loan base 
would result, simply in a price cut of the same degree on any and all 
grade and staple combinations. 

(e) One change in the law applicable to cotton acreage allotments 
is desirable and practical at this time. It is suggested that a national 
reserve shall be established and allotted to States on a basis of need 
for small farm adjustments. Such reserve might provide minimum 
allotments of 4 acres, or the highest planting in the 3-year period 
preceding the allotment year, whichever is smaller. 

(f) A Government study regarding the effect of price upon cotton 
consumption in both domestic and foreign markets is absolutely 
essential, 

(g) Drastic revision or outright suspension of all foreign aid pro- 
grams tending to stimulate production abroad of commodities already 
in surplus supply in the world market, or on which production is cur- 
tailed within the United States, is also essential. 

(i) Ninety percent parity price supports should be established for 
the 1956 crop, and should be maintained until such time as present con- 
ditions have been corrected by a long-range program. 

This suggested short-term approach would have the effect of re- 
gaining a fair share of the world market for American cotton, while 
providing reasonable protection for the American cotton industry 
against cheap foreign labor and lower manufacturing costs. Un- 
desirable cotton would be eliminated from the loan. The proposed 
change in the loan base would recognize the trend toward higher 
quality cottons. Small farms would be recognized as a national re- 
sponsibility and provided for accordingly. 

An accurate and authentic price study would be available for de- 
velopment of future programs. Curtailment of foreign aid would 
take the Government out of dangerous, indirect competition with the 
American cotton producer to whom it owes its protection. 

It is recognized that the suggested course anticipates a cut of ap- 
proximately 10 percent in the price of raw cotton. This cut will be 
produced by the suggested change in the loan base and by the modern- 
ized parity formula which will be applied after January 1, 1956. 

This price cut should be recognized as the maximum reduction 
which the cotton farmer can absorb in a period of 1 year. Particu- 
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larly is this true in the light of an inflated national economy and rising 
production costs. 

It is our desire to keep American farmers, ginners, and textile 
mills in the cotton business and we realize that the foregoing sugges- 
tions are emergency measures. For a long-range proposal, the Na- 
tional Cotton Ginners Association wishes to submit the following: 

We believe we need a program which will put us back in the cotton 
business on a free-market and free-production basis. To accomplish 
this in a way that will offer least disruption to basic economic forces 
and at the same time give the American cotton farmer the measure 
of price protection to which he is entitled, we propose a domestic 
parity plan which will pay the farmer more for his share of the do- 
mestic consumption of cotton, but will protect our domestic spinners 
and merchants at the same time. It should also discourage further 
expansion of foreign production of cotton. It might result in cutting 
back this foreign production of cotton which our present program 
has encouraged. The plan will work like this: 

All cotton to be sold at world market prices without marketing 
quotas or panting restrictions of any kind. ; 

At the beginning of our crop year the Secretary of Agriculture 
would estimate the average market price for that year, or the preceding 
year for which market information is available. This average market 
price for a base grade and staple of cotton would be announced along 
with an announcement of the parity price of cotton for the year. 

At the same time, the Secretary would announce the percentage of 
parity at which domestic parity plan payment will be made. The 
Secretary will arrive at this figure after conferring with representa- 
tives of the producers, merchants, spinners, and economists—prefer- 
ably economists of the National Cotton Council. This figure should 
be set. at a level to price cotton competitively with synthetics in the 
United States. 

The Secretary would also estimate the probable amount of cotton 
which would be consumed in the United States for the year, includin 
domestic manufactures and sales as well as imports of finished roe 
semifinished goods. This amount of cotton would be allotted to cot- 
ton farms of the Nation. In making allotments, natural shifts in 
production would have to be considered. Each cotton farm would be 
allotted its share of the total allotment in terms of pounds, and a 
cerificate issued stating the number of pounds allotted to each farm. 

This certificate would have a value in dollars of the number of 
pounds of cotton which it represents multiplied by the difference be- 
tween the going market price of cotton as estimated by the Secretary 
and the percentage of parity. 

The certificates issued each farm would be redeemable at par 
through the county ASC committees for transmittal to CCC, durin 
marketing season in each locality, provided the particular farm went 
put 20 to 25 percent of total tilled acres in soil-conserving crops or 
practices, 

Each spinner or other processor of cotton and each importer of cot- 
ton or cotton goods would be required to purchase from CCC ceitiii- 
cates in the total number of pounds to cover the amount of cotton 
used in the manufacture of goods offered for sale. 
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All CCC cotton stocks held at time such a new program is put into 
effect should be frozen, except to allow some trading and/or limited 
sales by CCC to private merchandising firms covering grade and 
staples in short supply on the free market during transition period 
of changing from our present program to the new crop under this 
proposed plan. 

Then, a restricted sales program of 300,000 to 500,000 bales of Com 
modity Credit Corporation cotton should be sold each y “ar to allow 
gradual disposal of CCC stocks down to a level of an “emergency 
stockpile” of approximately 4 million bales, which would be held for 
world emergency situations. Sales of CCC stocks should be limited 
to a period of time which would not interfere with marketing of cur- 
rent crops—say, from March through August of each year. 


EXAMPLE OF HOW THE DOMESTIC PARITY PROGRAM WILL WORK 


On January 1 or 2 of the year the Secretary of Agriculture an- 
nounces that the average spot market price in the U nited States for 
the past year on 1-inch “middling cotton was 27 cents per pound. He 
also announces parity price for 1-inch middling cotton is 38 cents per 
pound. 

After conferring with producers, merchants, spinners, and econ- 
omists, the Secretary announced that 1-inch Middling cotton will 
be competitive with synthetics at a price of 31 cents per pound and 
the domestic parity price will be set at 82 percent or parity, or 31.16 
cents per pound. 

John Doe, a farmer, has previously received an allotment certificate 
for 20,000 pounds as ‘his share of the domestic — He knows 
this certificate is worth 4.16 cents per pound, or $832 to him. With 
this information, John Doe can plan his yearly program, knowing 
he will have support of only 40 bales of cotton. If he thinks he can 
profitably grow cotton at 27 cents per pound, he would have the 
privilege of planting up to 75 or 80 percent of his total tilled acres 
of cotton. The decision would be his to make and there would be no 
dictation to him from any source other than the pure economics of the 
situation. 

John Doe plants his crop and when he starts harvesting it, he will 
take his allotment certificate to his county ASC office and they will 
give him a draft on CCC for $832, the value of his certificate. 

When the crop is harvested, the cotton is sold for what it will bring 
on a free, competitive market. Part of his cotton might be bought 
by a domestic spinner or by some exporter on a competitive price. 
If a domestic spinner buys the cotton and sells the goods in the United 


States, he will have to buy certificates from CCC in the number of 


pounds of raw cotton as represented by the amount of cotton goods 
sold. 

The same conditions and procedures would apply in the case of im- 
portations of cotton goods from foreign spinners putting the domestic 
and foreign spinners on the same basis as concerns the American mar- 
ket, and the world markets, too. The cost of these certificates would 
add to the cost of the goods sold and would be borne by the consumer. 
If a domestic spinner sells for export to a foreign country, he will 
have bought his cotton on a competitive basis and his ability to com- 
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pete in the foreign goods market rests entirely on his ability as a 
manufacturer and salesman. wa 

The effects of this plan should improve business conditions through- 
out the Cotton Belt. Some increased production should mean more 
eross revenue for the farmer; more cotton for the merchants to buy 
and sell: more cotton for the railroads to haul; more cotton for the 
compresses and warehouses to handle ; more cotton to be ginned ; more 
cottonseed to be crushed. All this would result in greatly increased 
levels of business and employment in all lines mentioned. 

The CuarrmMan. Now, which program are you for? That is a dif 
ferent program from the one that you concurred in. 

Mr. Harpy. Yes, sir; entirely different. 

The Cuarrman. Which one are you for? 

Mr. Harpy. To begin with, sir, we are for the program as stated 
by Mr. Parker as an emergency measure for the present time. This 
other program—— 

The CuatrMan. This other is an alternative? 

Mr. Harpy. Yes, sir. 

The CuatrMan. That is a two-price system / 

Mr. Harpy. Yes, sir. 

The Cuairman. All right. 

Any questions ¢ 

( No response. ) 

The Cuarmman. Thank you. 

Mr. Dixon, will you step forward, please, sir ? 

Mr. Dixon. Yes, sir. 

The CHarrmAn. How are you, sir? 

Will you give us your name in full for the record, and your occu- 
pation ? 


STATEMENT OF HUGO DIXON, PRESIDENT, AMERICAN COTTON 
SHIPPERS ASSOCIATION, MEMPHIS, TENN. 


Mr. Dixon. I am Hugo Dixon, cotton merchant, Memphis, Tenn. 

Senator Easttanp. What company are you with, Mr. Dixon? 

Mr. Drxon, I am with George H. McFadden & Bros., Senator 
Eastland. 

Senator Eastnanp. What is your capacity with them? Are you 
president? 

Mr. Dixon. I ama partner. 

Senator Eastuanp. Sir? 

Mr. Dixon. I ama partner of the firm. 

Senator Easttanp. In fact, you operate the firm, do you not? 

Mr. Dixon. I am one of the older partners. 

Senator EasrLanp. Yes. 

Mr. Dixon. Senator Ellender, I did not know that our firm was 
going to be mentioned this afternoon. I would like to make a state- 
ment on that subject, but I will make it either after reading this 
report of the American Cotton Shippers, or I will make it now. 

The Cuatrman. Make it whenever you want, sir. 

_ Mr. Dixon. Seeing that Senator Eastland has brought up the ques- 
tion, I would like to make the following statement. I figured this 
out since this matter was mentioned. 
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In Mexico, we handle about 8 percent of the crop. 

The CHarrman. How much? 

Mr. Drxon. Eight percent. 

Senator EasttaNnp. That is your company ? 

Mr. Drxon. That is my company. 

Senator EastLanp. Yes. 

Mr. Dixon. In Brazil we have about 8 percent, again. 

Senator EAstLanp. Yes. 

Mr. Dixon. In Nicaragua, it might be 4 percent. 

Senator EastLanp, Yes. 

Mr. Drxon. Some very small figure. I think 

Senator Easrtanp. Now let me ask you a question right “here, sir. 

Mr. Dixon. Yes, sir. 

Senator Easttanp. Of the cotton that you handle in those countries 
that you have mentioned, how many bales of that are covered in the 
export sales program that we now have? 

Mr. Drxon. You mean the quality, Senator? 

Senator East.aNnp. I mean just exactly what I said. 

Mr. Dixon. How many bales are covered ? 

Senator Eastianp. How many bales of cotton under our present 
export sales program of 1 million bales—is any of that cotton com- 
petitive with cotton that you handle from the countries that you 
mentioned ¢ 

Mr. Dixon. With Brazil, to some extent; Mexico, no; Nicaragua, 
no, or only a very slight percent. 

Senator EastLanp. Now, the Department of Agriculture wanted to 
begin a program at 31/32-inch staple cotton, did they not? 

Mr. Dixon. I do not know. It may be. 

Senator Easritanp. Now, that was competitive with Brazil; was it 
not ¢ 

Mr. Dixon. Yes. 

Senator Eastianp. Now, didn’t representatives of your companies, 
of the companies mentioned—not just yours—but wasn’t there a drive 
in Washington, through the State Department, to exclude from that 
program cotton of a sté aple length of 31/32 inch ? 

Mr. Dixon. Senator, not that I know of. Our firm certainly did not 
participate in it. 

Senator Easrtanp. Yes, sir. All right, sir. 

Has your firm ever been to the State Department on a competitive 

sales program for cotton ? 

Mr. Drxon. Sir, I am glad to say, I have never set foot in the State 
Department. 

Senator Eastianp. I said, your firm. 

Mr. Drxon. Our firm, as far as I know—at least none of the policy- 
making members of our firm. 

Senator EastLanp. Yes, sir. 

Mr. Drxon. I have never set foot in the State Department. I have 
never telephoned the State Department in recent years. I think I re- 
member telephoning—— 

Senator Eastitanp. I am not talking about you. Let us say your 
firm. 1 
Mr. Dixon. Well, I think I would be the one who would go there. 
Senator EasTianp. Yes, sir. 
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Mr. Drxon. Now, I do not say that some of our financial men from 
New York might not have been there about some other business. 

Senator Eastnanp. Yes. 

Mr. Dixon. But as regards policy making and policies affecting the 
United States Government, no member of our firm has been to the 
United States State Department. 

Senator EastLanp. Has your firm ever opposed an export sales pro- 
gram for cotton ? 
~ Mr. Drxon. Our firm as a member of the American Cotton Shippers 
Association has opposed that program. ; 

Senator Easrianp. All right. Now, where did you oppose it? 

Mr. Dixon. We have opposed it in statements we have written—I 
mean, letters I have written as president of the American Cotton Ship- 
pers Association, to Secretary Benson and also to Senator Ellender. 

Senator Eastnanp. All right, sir. 

Mr. Dixon. I am talking, during the period of my office. 

Senator Easttanp. Who else, now ? 

Mr. Drxon. Well, copies of letters were sent to Mr. McConnell and 
to Mr. Marion Rhodes. 

Senator Eastianp. Yes, sir. Now, who else? 

Mr. Drxon. Nobody else. 

Senator EastLanp. Nobody else. 

The American Cotton Shippers Association, to your knowledge, has 
never intervened at the State Department or at the White House? 

Mr. Drxon. They have not during my period of office. 

Senator Eastitanp. How long have you been in office? 

Mr. Drxon. Since last May. 

Senator Easttanp. Yes. What about last fall? Do you know any- 
thing about that ? 

Mr. Dixon. Certainly not. I never went up there. Different mem- 
bers of our trade may have been there. 

Senator Easttanp. Why, certainly. Certainly they have. And 
you know that I know that they have. 

Now, the fight was last summer. It was before you took office. Do 
you know anything about the activities of the association at that time? 

Mr. Drxon. Well, I took office, I think it was, the 2d of May. 

Senator KastLanp. Yes; and you have not been active at all? 

Mr. Dixon. Yes; I have been active. 

Senator East_anp. I mean, against an export pricing program for 
cotton. 

Mr. Drxon. Our association, for reasons which I will explain later 
on, is opposed to a two-price system, Senator. 

Senator East.anp. I know you are opposed to it. But I am getting 
down to your activities against it with the Government departments. 

Mr. Dixon. I have never been inside the State Department. I have 
never spoken to anybody who was attached to the State Department. 
I have never telephoned to anybody in the State Department in recent 
years. 

The Carman. Proceed, Mr. Dixon. 

Mr. Drxon. I would just like to finish this, if I may, Senator-— 

The Cuamman. All right. 

Mr. Drxon (continuing). Because I would like this statement of 
the American Cotton Shippers to get a fair hearing. 
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I was elected to the office, Senator. I will go on with this statement. 

Our turnover in Mexico is one-fifth of our turnover in the United 
States. Our turnover in Sao Paulo is about one-tenth of our turnover 
in the United States. The four firms I think mentioned together— 
now, I am talking for another firm, and I am not sure of my figures— 
but as a rough estimate, I would say the four firms you mentioned 
only handle one-third of the Mexican crop. <As I said, our firm only 
handles 8 percent. , 

Senator EastzANnp. How much money has your firm got invested in 
Mexico? 

Mr. Drxon. Could I answer that as a percent of our capital? We 
have about one-eighth of our capital that might be in- 

Senator Kastinanp. How much money have you got invested in 
Mexico? 

Mr. Drxon. About $1,500,000. 

Senator Eastnanp. Yes, sir. What is it invested in? 

Mr. Dixon. Mostly in gins. We have one gin ourselves, and we 
have a partial interest in 11 other gins. 

Senator EastLuanp. Yes. 

The CuHarrMan,. Proceed. 

Senator EKastianp. Do you finance the production of cotton there? 

Mr. Dixon. We make loans to farmers. 

Senator EKasrLanp. Yes. You do finance—— 

Mr. Drxon. That is the regular procedure in buying cotton in 
Mexico. 

Senator Eastianp. I say, you do finance the production of cotton 
in Mexico? 

Mr. Drxon. Yes, sir. 

Senator Eastrtanp. Now, what about Brazil? How much have 
you got invested in Brazil ? 

Mr, Dixon. We have possibly three-quarters to a million dollars 
invested in Brazil. 

Senator Eastianp., All right. What is it invested in? 

Mr. Dixon. Gins and the warehouses. 

Senator Easrnanp. Do you finance the production of cotton in 
Brazil? 

Mr. Drxon. To a very small extent. 

Senator Easttanp. Well, do you? 

Mr. Drxon. Yes, sir. 

Senator Easttanp. About how much do you spend? 

Mr. Dixon. Oh, about $200,000 or $300,000, 

Senator Easrtanp. How much in Mexico? 

Mr. Drxon. I said, I think, about a million, up to about $2 million. 

The Cuarrman. You mean in advances to farmers? 

Mr. Drxon. Advances to farmers. That is the regular routine. 

The Cuamman. All right, sir. 

Mr. Dixon. This was our statement: 

My name is Hugo Dixon. I am president of the American Cotton 
Shippers Association. Our membership includes about 85 percent 
of all the cotton merchants in this country, extending from California 
to the Carolinas. 

We are very happy to have this opportunity of presenting evidence 
before the Senate Committee on Agriculture ood Forestry. I wish 
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to explain that the ideas which we present and the suggestions which 
we make are not the thinking of any one man or of any one firm, but 
represent the thoughts of many people. 

When Senator Ellender asked us to make suggestions regarding 
the cotton situation, our national affairs committee and our board 
of directors exchanged ideas by correspondence for several weeks and 
then we held a meeting of our national affairs committee followed 
by a meeting of our board of directors, in Memphis on December 2 
and December 38. 

On our national affairs committee there are representatives of all 
of the six affiliated associations, that is, from the Western Cotton 
Shippers Association, which includes California, Arizona, and New 
Mexico, the Oklahoma State Cotton Exchange, the Texas Cotton 
Association, the Arkansas-Missouri Cotton Trade Association, the 
Southern Cotton Association, which includes the States of Tennessee, 
Mississippi, and Louisiana, and from the Atlantic Cotton Association, 
which covers the States of Alabama, Georgia, and the Carolinas. 

Our board of directors includes the president and the vice president 
of each of these six affiliated associations and of course, these officers 
are elected by their members at their annual conventions, 

[ say all this so that you will understand fully that this represents 
the general thinking in the cotton trade. Of course, on subjects of 
this kind there can be many different, individual opinions but, gen- 
erally speaking, these ideas and these resolutions were passed at our 
meetings almost unanimously. There were very few dissenting votes. 

When we started our discussions, we thought we should decide what 
our objectives were. We thought that, if we knew where we were 
going, we would be more likely to get there. So we put down some 
long-range objectives. 

First, we think that as soon as possible producers should be given 
complete freedom in the use of their land. We know this is not 
possible at present, but surely freedom to use his land is the basic 
right of a citizen and of a producer, and also it is a prerequisite of 
efficiency and of economy of production. How could any factory in 
this country produce successfully and in competition with other highly 
organized industries if it had to cut down production to 50 or 60 per- 
cent? Therefore, we favor the free use of the land. 

Second, we must restore United States cotton to its rightful position 
in world markets, both domestic and foreign. We must compete with 
other growths of cotton and with synthetic fibers. 

Third, the producer’s income should be maintained at a fair level 
compared to the cost of production by efficient farmers. 

Fourth, we should preserve the principles of individual initiative 
and competitive private enterprise in the growing and distribution 
of the cotton crop. 

Fifth, we must safeguard the productivity and fertility of our soil. 

And then there are several other objectives which are not so funda- 
mental but which are all part of the picture. 

We should encourage the production of those qualities of cotton 
which are in greatest demand in consuming raheee This is not 
being done at present. We are producing too much short staple cotton 
while the demand is mostly for the longer staple cottons. 





3708 PRICE-SUPPORT PROGRAM 


We should aid marginal farmers or farmers producing unwanted 
qualities of cotton to grow other kinds of cotton or help them in the 
transition to other types of farming or to other occupations. 

For the benefit of producers, distributors, and consumers we must 
maintain the pricing and the hedging facilities of the futures markets 
of the world. 

We should avoid measures which would be contrary to the spirit 
of liberalized international trade and damaging to the economy of 
friendly nations. 

Finally, we must seek to increase consumption of cotton and cotton 
production through expanded programs of research and promotion. 

And, while doing all this, we must gradually dispose of the stocks 
of cotton which are now held by the Commodity Credit Corporation 
without disrupting domestic and foreign markets. 

How can all this be done? These are our suggestions: 

First, we think we should have flexible support prices. As a matter 
of fact, our association believes that support prices and loans are for 
emergencies. They should not be used as a market for cotton so that 
unwanted qualities are produced which go into the loan and remain 
there year after year. So support prices should be flexible and should 
be related to suply and demand. 

Senator Eastianp. Be flexible over what range, now? 

Mr. Drxon. Flexible, possibly, according to the Department of 
Agriculture formula which we have heard discussed. 

Senator Easritanp. Well, 30 percent, 40 percent ? 

Mr. Dixon. No. I would say that is too much of a cut. 

Senator Easrianp. Well, what would you think? What is your 
judgment ? 

Mr. Dixon. Well, at present isn’t it 90, down to 75? 

Senator Easruanp. Yes. And that is your recommendation ? 

Mr. Drxon. I think that it would be. 

Second, we think the support prices for cotton should be based on 
the average of the crop or preferably on Middling inch. Middling 
inch will be the basis for the futures contract next season and it will 
be better for loan prices and for the futures contract all to be based 
on the same quality. 

Together with the base price we must have realistic commercial dif- 
ferences for all the other qualities. ‘The present system which has been 
in use for several years simply takes the average differences of the 
first 9 months of each season and uses them for the next year’s loan 
differences. Naturally, this tends to perpetuate certain fixed dif- 
ferences which do not always take into consideration the commer- 
cial values of these different kinds of cotton. Loans should be higher 
for good qualities of cotton and less attractive for qualities of cotton 
which are not wanted. 

Third, in view of our present excess supply we are in favor of the 
soil bank and of soil bank payments to farmers for any voluntary 
surrender of their alloted acreage. These payments could be made 
in cash or in kind but we can see that there will be many administrative 
difficulties in making payments in kind. Each farm has a different 
cost of production and produces different kinds of cotton, so that 
there will be endless administrative details. 

Fourth, if we are to reduce our surplus we must stop cotton going 
into the loan. Obviously, any system which consistently takes more 
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cotton in the loan than the CCC sells out of its stock is going back- 
ward. Therefore, we suggest that farmers be given an adequate pay- 
ment to induce them not to put their cotton into the loan. We do 
not know what are the overhead costs of the CCC but we imagine they 
mav be at least $3 a bale or more, and then once this cotton goes 
into the loan it accumulates carrying charges at about $1 per bale 
per month until it is sold or taken out of the loan. So if the farmers 
ure given, say, $10 a bale for not putting their cotton into the loan, 
we think it might not ultimately involve more expense to the CCC 
and to the United States Government, and it would keep cotton mov- 
ing in the free channels of trade. 

Senator Easttanp. Now, what is the Mexican price for 1 1/32- 
inch cotton ? 

Mr. Drxon. I can answer you this way: It is about 6 cents a pound 
lower than the American price. 

Senator EastLtanp. How would you meet that? 

Mr. Drxon. If there were any certainty in the prices for cotton, 
Mexican cotton would immediately come up nearer to the American 
price, and we would compete. I am merely taking, as I say a little 
later in this report, Senator, the National Cotton Council figures, 
which contemplate that we would save about 760,000 bales of con- 
sumption, or we would avoid the loss of 760,000 bales of consump- 
tion in domestic markets- 

Senator Eastianp. I understand that. 

Mr. Drxon (continuing). If we had a reduction in price of 5 cents 
a pound, 

Senator Easrianp. I understand that. Is that what you are advo- 
cating now, to meet the Mexican competition, that we reduce our price 
5 cents a pound ¢ 

Mr. Drxon. I think if we get our price down 5 cents a pound, I 
think we will make considerable headway. 

Senator Easttanp. You do not think that the foreign price, then, 
would fall lower ? 

Mr. Drxon. I am afraid the foreign price is going to probably al- 
ways go a little ahead of us. But there are restraining factors. 

Senator Kasrtanp. You mean, it will always be lower than ours? 

Mr. Dixon. Not always, but that is the tendency. As you know, 
they have a 514-cent export tax in Mexico. 

Senator Eastianp. I understand that. Then how are we going to 
compete with them if their price is always going to be under ours? 
How are we going to move our cotton ? 

Mr. Drxon. Because, for instance, this price in Mexico now is havy- 
ing some influence on the production of Mexicon cotton. Next year I 
do not think there will be an increase in acreage, and I think it is 
having some effect on Mexican cotton. 

Senator Easttanp. Let me see if I understand you, now. 

The recommendation is that we reduce our price 5 cents a pound? 

Mr. Dixon. Well, might I read on, Senator? The next few para- 
graphs will explain it a little more fully. 

Senator Eastianp. All right. 

Mr. Drxon. Fifth, we recommend that cotton be sold by the CCC 
at 105 percent of the support price, less any amount paid to producers 
for not putting cotton into the loan and without carrying charges 


being added. 
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Beginning August 1, 1956, the CCC should offer all grades and 
staples for sale throughout the season at these prices for unrestricted 
use both in domestic and foreign markets. 

Let me explain how this will work. Let us assume for the purpose 
of argument that the basis of the loan is changed to Middling inch 
and that this price will be 31 cents for Middling inch. This would 
be 314 cents under the present loan price. Then also let us suppose 
that the farmers are given $10 a bale, or 2 cents a pound, for not put- 
ting their cotton into the loan. The si ales price of the CCC would be 
31 cents plus 5 percent which would bring it up to 32.55 cents, less 
2 cents per pound making the final sales price 30.55. This sales price 
by the CCC would force the farmer to sell his cotton below the loan but 
the farmer would receive $10 a bale, so he would still be in little 
better position and no cotton would go into the loan. He could sell 
as cheap as 29 cents and still receive the equivalent of the loan price. 

Senator Easrianp. All right. Then what is the Mexican price 
today ? 

Mr. Drxon. The Mexican price today is right at 29 to 30 cents. 

Senator Eastianp. 29 to 30 cents for which cotton ? 

Mr. Drxon. Strict Middling 1%¢-inch. 

Senator Eastranp. My information was that it is selling at 28 
cents, 

Mr. Dixon. Not quite that cheap, sir. It did at one time this season 
get down very nearly that low. 

Senator Easttanp. Now, they are out of cotton now ? 

Mr. Drxon. Pretty nearly out of cotton. 

Senator Eastitanp. But while they had cotton and while they were 
competitive with us, the price was 28 cents? 

Mr. Drxon. Only for a very short period, Senator. 

Senator Eastianp. Go ahead. 

Mr. Dixon. The National Cotton Council has estimated that a 

reduction of 5 cents per pound in the price of cotton would prevent 

the loss of 445,000 bales in the domestic consumption of cotton and 
make a gain of possibly 315,000 bales in domestic consumption. 'To- 
gether this would make 760,000 bales in the domestic market only. 
We would also expect to make some gains in export markets at this 
reduced price. 

Senator Easrtanp. How much gains? 

Mr. Drxon. That is a very difficult question, Senator. It may be 
half a million bales or something of that sort. 

Senator Eastianp. Well, I have a lot of confidence in your judg- 
ment, Mr. Dixon, and you know the cotton business. A half million 
bales, then—what would our exports be? One million bales? 

Mr. Dixon. Could I go on, Senator, really? It all comes in here 
a little later. 

Senator Easrnanp, All right, sir. 

Mr. Drxon. Sixth, we are opposed to all two-price systems, and 
we are not in favor of an export subsidy. We do not see why the 
United States Government should sell cotton to foreign spinners 
cheaper than to our own domestic mills who are our best and most 

valuable consumers. 

Senator Eastianp. Right there, if the mills favor it, what is your 
objection ? 
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Mr. Drxon. I would again like to go on, Senator. 

Senator Eastnanp. Answer my question, now. It is a fair question. 

Mr. Drxon. I do not think two wrongs make a right, Senator. 

Senator EastuAnp. I say, if the mills favor it, what is your 
objection ¢ 

Mr. Drxon. Because we are continually losing consumption in 
cotton to synthetics. Now, very little has ‘been said here this after- 
noon about synthetics. Actu: ally, imports of synthetic fibers into the 
United States in 1955 are estimated to be the equivalent of about 
410,000 bales of cotton. 

Senator Eastianp. I certainly agree with you. I certainly agree 
with you there. We have got to be competitive with synthetics. 

Now, the figures show that a price decline in cotton of about 314 
cents a pound would make it competitive. That was the Cotton 
Council’s study ; was it not? 

Mr. Drxon. I thought it was a little more than that, actually, but 
I have it here, if you want it. 

Senator Eastnanp. What is your judgment? They said 314 cents. 

Mr. Drxon. I think it would take a little more than that, Senator, 
I thought it was 6 cents in the domestic market and a greater differ- 
ence than that abroad, because synthetics are produced more cheaply 
abroad than they are in this country. 

Senator Eastianp. That is correct. But their study was that 3144 
cents would make cotton competitive with synthetics domestically. 
Now, when we reduce the price to that figure, and the mills, then, 
favor an export subsidy for cotton, what is your objection ? 

Mr. Drxon. Well, Senator, we have to—— 

Senator Eastianp. Is it just on principle? 

Mr. Drxon. No, sir. We have to dispose of 8 million to 10 million 
bales of cotton surplus. The domestic market is the biggest. market. 
It is roughly three times as large as the export market. Therefore, 
I say if we are to get rid of these surpluses, we must sell them competi- 
tively in the domestic market, and we must sell them competitively 
in the foreign markets as well. 

Senator EastLanp. I agree with you. 

Mr. Dixon. That is the only difference between us and the other wit- 
nesses whom you have had this afternoon. 

Senator Eastianp. I did not understand their testimony, then. 

Mr. Dixon. That is the fundamental difference. We are worried 
about synthetics. 

Senator Easrianp. I agree with you. 

Mr. Dixon. We are worried about synthetics in this country. Ever y 
day, every magazine you pick up talks about synthetics: Synthetic 
curtains; synthetic everything. 

Senator Easttanp. That is correct. 

But the only question J. asked you is: What amount would the price 
decline? I agree that the cotton has got to be highly competitive 
with synthetics. 

Mr. Dixon. I am perfectly willing to accept the figures of the Na- 
tional Cotton Council. That is a wonderful study, and they are the 
best figures we have. I will try to find them if I can. 

Senator Easrnanp. That is all right. Goon with your statement. 

Mr. Drxon. Yes, sir. It is right in here, Senator. 
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Senator Eastnanp. Yes. It is 314 cents. 

Mr. Drxon. If cotton is sold cheaper abroad, it brings on many dif- 
ficulties. We immediately run into questions of reciprocal trade and 
imports of textiles into this country, because the price at which the 
United States Government sells abroad not only establishes the price 
of our cotton, but it also makes the price for all foreign growths of 
cotton which are, of course, consumed abroad. 

We do not think that two wrongs make a right. It is wrong to give 
cheaper cotton to foreign mills and we have always been opposed to 
tariffs and import quotas in all countries. However, if we persist in 
a two-price system, then our mills are undoubtedly entitled to 
protection. 

But our main reason for opposing these two-price systems is that we 
want to compete with synthetic fibers here in our home market. 
Everyone knows that we are losing out to synthetics every day, and 
any system which maintains a high price in this country compared to 
synthetics obviously continues this loss. 

Further, if we have to get rid of these large surplus stocks, and 
there is no doubt that we must dispose of them, we must sell them in 
competition with synthetics in the Saipet market in the world, which 
is our domestic market. 

All of us know that the potential demand for United States cotton 
abroad may be about 3 million bales while domestic consumption is 
about 9 million bales. 

Why should we think that we can dispose of these huge surpluses 
in the smaller market abroad and disregard the larger market which 
is right at our door? I can only think it is because it is easy to say, 
“Sell the stuff abroad.” 

Senator Easttanp. What would you do—that is very, very inter- 
esting? You would sell it cheap enough domestically to make inroads 
in synthetics; is that right? 

Mr. Dixon. Yes, sir. 

Senator Easttanp. How much do you figure that would pick up 
in increased domestic consumption ? 

Mr. Dixon. Well, part of that pickup is the 760,000 bales which 
we mentioned at a 5-cent decline. That is an inroad into synthetics, 
you see; part of it is. 

Senator Easttanp. How long would it take us to get rid of the 
surplus on such a basis as that? 

Mr. Drxon. I am afraid it will take us a long time to get rid of 
the surplus, anyway, because it took us years to accumulate it. It will 
take us quite a few years. 

The Cuarrman, It did not take too many years to accumulate it, 
Mr. Dixon, because as I recall in 1951, I believe it was, we had less 
than a million bales, and we had an export ban that prohibited it. 

Mr. Dixon. We had two crop failures. We had 2 crops of about 
9 million bales. And the surplus did go down very rapidly. 

Then we ran into the Korean war. I am speaking from memory 
now—after all, it is 5 or 6 years ago—domestic consumption went up, 
and we got rid of that surplus. 

But once before we had a very large cotton surplus. 

The Cuarrman. I am talking about the present surplus. You said 
it took a long time to accumulate it. 

Mr. Drxon. It took 5 years. 
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The CuatrMan. Less en that. 
con. Well, maybe 4 or 5 years. ‘ f 

Th yon a We had, if you remember, Senator cane, a 
big meeting to try to get the State Department not to prevent the 
shipping an qbenae 

senator EasTLAND. Yes. — 

The Cnaeaiece® As I remember we had just a little over a million 
bales of cotton on hand. , 

Senator EastLanp. I am going to dispute the accuracy of the state- 
ment you have here. You say that the potential demand for United 
States cotton abroad is about 3 million bales. Why do you make that 
statement ? , . 

Mr. Drxon. Well, the difference between foreign consumption and 
foreign production this year is actually about 2 million bales. 

Senator Easrianp. Yes, but you have marginal areas there, in 
foreign countries. 

Mr. Drxon. Yes, I am sure you do have. 

Senator Easruanp. Yes, sir; if we were selling competitively with 
those countries, those areas would go back to food, would they not? 

Mr. Drxon. They might. 

Senator East.anp. Of course they yould. Of course, they would. 

You are a representative of an international shipping outfit, and 
you are president of a very fine organization. I do not blame your 
company for making investments in Latin America, but why is it 
now that you take the position that the American Government should 
not assist the American farmer in recapturing his historic export 
market for cotton? Is it because it cai be competitive with cotton 
which the big houses handle in Latin America? 

Mr. Dixon. Certainly not. 

Senator Easttanp. What is it? 

Mr. Dixon. Certainly not. We do not take that position. If you 
read the objective, our second objective it is to—— 

Senator Pe paly Do you not realize, if we have a healthy cotton 
economy in this country that we have got to be able to grow and market 
14 million bales of cotton a year? 

Mr. Dixon. There is a good deal of misunderstanding along those 
lines. The shippers are in favor of selling cotton and when I say 
“the shippers” I mean the American Cotton Shippers Association. 

They are in favor, the members are, of selling cotton everywhere, at 
competitive prices. After all, Senator, as I say later on, it is our 
lifeblood ; it is our bread and butter. 

Senator Eastitanp. Of course it is. Well, yes, it is the farmer’s 
bread and butter, too. 

Mr. Dixon. May I say one other thing, sir? 

Our interest, our personal interest as a firm 
tional firm if you wish 

Senator Easttanp. Well, you are. 





call us an interna- 





Mr. Dixon. Weare. We entered this business in 1862. 

Senator Eastianp. I do not blame you at all. I am not criticizing. 

Mr. Dixon. Our interests are overwhelmingly in this count ry— 
overwhelmingly ; I repeat that statement. 

Senator Eastianp. But you are opposed—you are opposed to the 
United States Government taking the necessary steps to recapture an 
export business of 5 million bales a year. 
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Mr. Drxon. It isn’t that we are opposed to that. 

Senator Easrtanp. Are you opposed to it? 

Mr. Drxon. We don’t agree with some of the methods proposed. 
We don’t think the correct method is the two- -price system. We would 
love to have exports of 5 million bales and we would like to have 
dometsic consumption of 12 million bales. 

Senator Eastitanp. Of course. You know that foreign countries 
who are competitors of ours use different kinds of currency manipu- 
lation ? 

Mr. Drxon. Yes, sir. 

Senator Easttanp. And other programs to move their cotton, do 
they not? 

Mr. Dixon. Yes, sir. 

Senator Easrianp. That, in fact, is a subsidy, is it not? 

Mr. Dixon. Yes, sir. 

Senator EastLanp. Why is it then that the United States Govern- 
ment should not meet those trade practices with its subsidy, where 
we would sell competitively, rather than to expect the farmer indi- 
vidually to compete with the operations of the treasury of the for- 
elgn country ? 

Mr. Dixon. Senator, we think that with the 1-price system you will 
ultimately sell more cotton for the American farmer than you will 
sell with the 2-price system. 

Senator Easruanp. I agree with that. But how are you going to 
keep the farmer in business now? You are going to cut the price—— 

Mr. Drxon. That is why we recommended a payment to the farmer. 

Senator Eastianp. That gets it down to 29 cents, but that is not 
going to do the job. 

Mr. Drxon. It isn’t going to do the job, possibly, right away, but 
I say later on in this report what we want for the cotton. Shall I 
v0 on ¢ 

The CuatrmMan. Yes, repeat it if it is in your report, if you have 
it in there. 

Mr. Drtxon. Why should we think that we can dispose of these 
huge surpluses in the smaller market abroad and disregard the larger 
market which is right at our door? 

[ can only think because it is easier to say, “Why sell the cotton 
abroad ?” 

But you know if we do that we shall be accused of dumping and 
many other disagreeable practices by foreign countries whose co- 
operation we must have. 

Senator Easritanp. But they practice some of them against us, as 
you have just said. 

Mr. Dixon. They? I don’t think any of them have export 
subsidies. 

The CHarrmMan. Proceed. 

Senator Kast.aAnp. What is the difference? I want him to answer 
my question, Mr. Chairman. What is the difference between cur- 
rency manipulation and an export subsidy? It is all a subsidy. 

Mr. Drxon. In Brazil there are different rates of exc hange. Some 
of these currency manipulations which you mentioned, Sen: ator, come 
from entirely different countries. They are a question of swapping 
one currency for another in different currencies and do not actually 
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have anything to do with the Government of the country which 
produces the cotton. 

Senator Eastuanp. Go ahead. 

Mr. Dixon. But you know that, if we do that, we shall be accused 
of dumping and many other disagreeable practices by foreign coun- 
tries, whose cooperation we must have. 

Besides this, unfortunately, there is little chance of selling these 
very large quantities of cotton abroad, It is true that we used to 
export 6 to 8 million bales a year. It is also true that at one time 
England used to buy 314 million bales of cotton from this country. 
Last year the total exports of United States cotton to England were 
104.000 bales. 

If I can elaborate on that, that was because the whole cotton-spin- 
ning industry in Lancashire has declined ever since World War IL. 

It has nothing to do with price, with the price of foreign growths. 
It is just a situation. 

The Cuarrman. I have a letter in my files that was sent by some 
cotton seller, I think, showing that some of the cotton spinners in 
England bought cotton from Russia because it was about half a cent 
cheaper than our cotton. 

Senator Easrianp. That is right. 

Mr. Drxon. They have bought it. I know that. 

Senator Easrtanp. Their textile manufacturers told the American 
Farm Bureau Federation it was solely because of price. 

The CuHamrMan. Yes. 

Mr. Drxon. Again, I think—— 

The CHairman. Do you, Mr. Dixon, go into your plan of increasing 
the sale of cotton in the domestic market ? 

Mr. Drxon. Not any further. 

The Cuarrman, What would be your method there—by reducing 
the price? 

Mr. Dixon. Reduction of the price. 

The CHarrMan. Let the Government take the loss? 

Mr. Dixon. The only loss the Government would take in this sys- 
tem would be this $10 a bale compensation which would be paid to the 
farmer. 

Actually, that might not prove to be a loss, compared to the present 
expense of taking all of this cotton into the loan and carrying it at 
an expense of a dollar a bale per month from now on. 

The CHarrman. If the cotton were sold on a free market, might 
it not be possible for the prices to be further depressed, and if they 
are, the Government or the farmer to take more losses ? ; 

Mr. Drxon. Frankly, Senator Ellender, these are all matters of 
opinion. I think 29 cents would do a great deal to correct the situa- 
tion. Whether it is enough, I wish I knew. I can’t read the crystal 
ball. : 

I think 28 cents would be better in our markets than 29, but I 
don’t think the farmer should take the rap for the whole of it and 
that is why we suggest a compensatory payment to him. 

Senator Eastnanp. You think the farmers should share part of 
it and the Government part ? 

Mr. Dixon. Yes. 

Senator Eastnanp. Why is it that the Government should share 
part of it in the domestic market but not in the export market ? 
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Mr. Drxon. If they paid $10 a bale on the whole crop they woul 
be sharing in the export market as well. 

Senator Easrianp. But that is not going to do the job? 

Mr. Drxon. It would help a great deal, I think. 

The Cuatrman. Proceed, Mr. Dixon. 

Mr. Drxon. In the same way, not so long ago, in 1946-47, we shipped 
554,000 bales to China, One year, 1951, we shipped over 700,000 bales 
to India, but we cannot expect to do this again, and, of course, in 
the case of India and China it was all bought with loans from the 
United States Government. 

We used to supply cotton to Poland, Czechoslovakia, and other Iron 
Curtain countries. All of this is gone. I understand it is now esti 
mated that Soviet Russia is shipping about 1,400,000 bales of cotton 
a year to satellite countries. I heard this yesterday and was surprised 
at the size of this figure. ; 

Certainly the American cotton shippers above all others want to sell \ 
cotton abroad. Selling cotton is our livelihood, our bread and butter. 





I am glad to have an opportunity to repeat that, Senator. 7 
We want to be in a position to offer cotton competitively in all 4 
markets in the world. But when we say this, we do not see why we . 
should omit the largest market of all, which is the domestic market 
in these United States. 5 
Then we come to another point. We cannot stress sufficiently or : 
emphasize it enough that we must have definite, fixed, long-range 4 
policies for cotton. This may not sound so important, but spinners 2 
make their plans many, many months ahead. 
Mills are probably deciding right now whether they are going to i 
buy American cotton next fall or whether they will use synthetics. a 
They can buy synthetics freely at certain fixed prices, which hardly 4 
vary for months on end. They know exactly what they will receive a 
and what they will pay for it, but they do not know what to expect * 


as far as American cotton is concerned. 

They cannot tell at what price they will be able to buy, and they are 
aggravated and annoyed by the uncertainties of the situation. What 
we must have for cotton is the knowledge that our cotton will con- 
tinue to sell at competitive prices compared to foreign growths and 
compared to synthetics—not necessarily cheaper prices but competi- 
tive prices. Then we will really do business. 

But as soon as any uncertainty comes into the picture, then the busi- 
ness dries up. For instance, at the present time, there is some talk 
of increasing the scope of the present sales program of 1 million bales 4 
of short staple cotton. 4 

If there is the slightest idea abroad that other grades and staples : 
will be offered or that this quantity will be increased, or the price i 
reduced during the present season, the demand, which we have had 4 
during the past 2 weeks, will vanish overnight. Why should anyone 4 
buy cotton when they think that it will be offered cheaper or that 4 
other better qualities will be available at cutrate prices? 

We have two more suggestions. One, that sales of cotton should 4 
be permitted to Iron Curtain countries, including Communist China, a 
insofar as this is compatible with our national policy. a 

And the other that there should be no further additions to the set- 4 
one rien heon the set-aside is merely beating the devil around 
the bush. 
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These are our main suggestions. We think these recommendations 
have much merit and particularly the idea that a fixed compensation 
should be paid to the farmer for not putting his cotton in the loan. 

It is a simple plan, one that would not be so difficult to administer 

and it would not cost as much as other plans that have been suggested 
for cotton. We respectfully recommend it to you for your serious 
‘consideration. 
—_ oak will permit me, I should like to say something about 
the cotton trade. The cotton trade over the years has distributed the 
crop efficiently and economically, more economically, we think, than 
any other crop. : 

it has provided a ready cash market for the farmer’s cotton at 
highly competitive prices at every crossroads throughout the country 
for a return of under 1 percent, or possibly a dollar a bale net. 

You know that a bale of cotton costs about $175 and the average 
cotton shipper will settle for $1 at the present time, anyway. | 

Senator Easruanp. About what is the margin in Latin America? 

Mr. Drxon. It is considerably better than that. 

Senator Easttanp. Well, about how much ? 

Mr. Drxon. I’d say $3, Senator, $2 or $3. 

Senator Eastianp. All right, sir. 

Mr. Drxon. For this small remuneration the trade has bought, 
concentrated, classed, financed and shipped this cotton to spinners all 
over the world, guaranteeing the grade, staple, weights, tare, and 
taking the whole risk of the transaction. 

You may not know that both the New York and New Orleans Cot- 
ton Exchange were founded in 1871. Without their help and with- 
out the facilities they offer us for hedging and pricing, we could not 
possibly handle cotton on such a small margin. 

You must realize that if there is no spread between the prices at 
which the Government takes cotton into the loan and the price at 
which the Government sells, it would obviously mean the end of the 
cotton trade and the closing of the New York and New Orleans 
Exchanges. 

That is why we view with concern all suggestions that the Govern- 
ment should be authorized to sell cotton at the support price. 

In the past we have suggested that the CCC should sell cotton as 
cheap as 24 percent over support prices plus reasonable carrying 
charges. 

But recently, we changed this to 5 percent which would be about 
134 cents per pound without carrying charges. We eliminated the 
carrying hitalee because we thought that in an era of declining prices 
it was a mistake to pile up carrying charges toward the end of each 
season and then to have an abrupt decline in price into the new crop. 

You know the carrying charges were accumulated, generally, from 
the end of December to the end of July so it amounted to 160 points 
that were added to the price. 

I trust you will take all this into consideration in your deliberations. 
Your decision as to the price at which these Government stocks will be 
sold may well be the decision as to whether there will be a cotton trade 
m existence capable of performing the services which are demanded of 
it. 
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We do not believe that the CCC was ever intended to take over the 
functions of the cotton trade. It is also contrary to those principles 
approved by Congress in section 407 of the Agricultural Adjustment 
Act of 1949, as amended, which provides that: 


In determining sales policies for basic agricultural commodities * * * the 


Corporation should give consideration to the establishing of such policies with 
respect to prices, terms and conditions as it determines will not discourage or 
deter manufacturers, processors and dealers from acquiring and carrying normal 
inventories of the commodity of the current crop. 


I greatly appreciate the kind attention which you have given me. 

The CuarrMan. Thank you, Mr. Dixon. 

Mr. Dixon. Thank you very much, Senator. 

The Cuamman. Allright. Is Mr. George Scroggins in here? If so, 
come forward, please / 


Give us your name in full for the record and your occupation, please ? 


STATEMENT OF OLIVER 0. SCROGGIN, LITTLE ROCK COTTON 
EXCHANGE, LITTLE ROCK, ARK. 


Mr. Scroccin. My name is Oliver O. Scroggin. I represent the 


Little Rock Cotton Exchange, Little Rock, Ark. I am a cotton 
proaucer, 


Actually, I represent several hundred farmers who requested that | 
come up here. 


The CHarrmMan. All right, proceed. Have you a written statement? 
Mr. Scrocern. Yes, sir. 


Che proposal which I have here is embodied in a letter which I wrote 
to Senator Fulbright and circulated among the farmers in the State 
of Arkansas. The reaction to the letter has been highly favorable and 
they have requested that I come before you and present the proposal. 

The CuarrMan. Proceed, please. 

Mr. Scroeern (reading) : 


Two results are essential for the success of any program: First, the liquidation 
of Government-held stocks; second, the natural flow of American cotton into the 
trade channels of the world at competitive prices. 

Any program that does not accomplish this is doomed to failure. 

Another factor that must be given considerable thought is that it is impossible 
for the American cotton farmer to remain solvent if he is forced to buy his needs 
in a protected market and sell his product in a free market. Eventually he will 
he Sq ue ezed dry. 

Yet, on the other hand, if he is unable to meet his competition of foreign growths 
and synthetics, he cannot continue long as a cotton producer. The only possible 
answer is a direct subsidy to the farmer or a large reduction in the prices of the 
things he must buy. There must be some offset for the high tariffs and high 
labor costs. 

Out of this crop of around 15 million bales, the Commodity Credit Corporation, 
through its 90 percent of parity loan, will be forced to add some 4 or 5 million 
bales to its already burdensome stock of more than 8 million bales. This sur- 
plus in Government hands is a threat to the entire cotton industry, and doubly 
so as it is politically controlled. A fixed-price loan, based on acreage instead 


of bales, can only add to this surplus from year to year. Cotton must be pro- 
duced for consumption rather than storage. 
I suggest the following as a solution: 


1. Eliminate all Government loans on cotton in the future, allowing American 


cotton to seek its own value in the markets of the world. Any loan, whether 
75 percent or 90 percent of parity, notifies the world a year in advance 

the minimum price of American cotton for the coming year. 

producers and manufacturers of synthetics a big advantage. 
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2. Many farmers have been producing inferior cotton for the loan in prefer- 
ence to consumption. The Commodity Credit Corporation has several million 
‘bales of such cotton in their stocks. So, I would suggest, although it is not 
necessary for the success of my plan, that such cotton be stockpiled under a law 
to the effect that none of this cotton can be sold except in time of war or 
a national emergency. 

3. Notify the world that none of the remaining stocks can be sold except at 
105 percent of parity plus carrying charges. 

4. Eliminate all acreage controls in the future and allow each individual farm 
the right to produce as it sees fit, taking its chances on world prices. 

5. The Department of Agriculture has reduced the farmers’ acreage allot- 
ment the past few years in the expectation of a production of 10 million bales 
of cotton. In every instance the farmer has increased his yield per acre, thereby 
producing crops of from 13 to 15 million bales. 

A control of production must be in allotted bales in preference to acres. Set 
up a figure of 10 million bales for the coming crop and prorate to each farm 
its share of this 10 million bales, based on its past history of production. Pay 
each farm a direct subsidy, basis Middling 15-16, for what it receives for its 
share on a free market and 90 percent of parity. 

However, until the surplus Government stocks are liquidated, make the pay- 
ment in cotton or the rights to so many pounds of cotton, basis Middling 15-16. 
These rights could readily be converted into money through sales to the cotton 
trade. 

As an illustration: A farmer has 160 acres of good cotton land. Under the 
present program he is allotted 32 acres in cotton. He goes to considerable 
expense to increase the yield on these 32 acres, as in most instances this plot of 
land must carry the load for the entire farm. 

Due to the droughts and poor markets, his attempts at producing other crops 
have not been very successful. Through his increased expense he is able to 
produce 40 bales of cotton, of which 32 will go into American mill consumption, 
2 bales are sent to the world markets on the giveaway porgram, and the balance 
goes into the Commodity Credit loans. The Department decreases his acreage 
allotment further the coming year, so his problem of making ends meet becomes 
greater from year to year. 

Under my plan it would be up to the farmer to decide how much cotton he 
wished to plant, knowing that he is guaranteed 90 percent parity on—say 32 
bales—his share of the 10 million bale allotment. Any production over the 32 
bales would be sold at world prices. If the world prices and demand were good, 
he would increase his production, but—if poor—he no doubt would stay within 
the range of his allotment. This, in itself, should act as a stabilizing influence 
on, not only American production, but foreign growths and synthetics as well. 

The subsidy payment in cotton could work as follows: A printed form could 
be given the farmer showing he is due 90 percent of parity on 32 bales of cotton— 
16,000 pounds. When he sells this 16,000 pounds, the difference between what 
Middling 15-16 is quoted that day and 90 percent of parity on Middling 15-16, 
would be the amount due him. 

For instance, if Middling 15-16 is quoted at 27.35 and 90 percent of parity is 
33.58, his subsidy would be 6.18 per pound, or $988.80. This right to purchase 
$988.80 worth of surplus stocks at the market price from the Commodity Credit 
Corporation could readily be converted into cash through a sale to the cotton 
trade. None of the surplus stock could be sold at market prices except through 
payment with subsidy rights, except as follows: 

6. To further expedite the exportation of the surplus stock, allow the Com- 

modity Credit Corporation to accept 10 percent of any sale, but not more than 
10 percent, in approved foreign exchange. This will help the countries that 
cannot obtain dollars to pay for cotton. 
7. If a farm reduced its yield below its allotted share, pay it a subsidy in cot- 
ton also, until such time as the surplus stocks disappear. As in the above in- 
stance, if the farmer raised only 14 bales, he would still be entitled to his subsidy 
of $988.80. Perhaps it would be helpful in keeping down production to pay an 
additional bonus for reduced production. 

Such a plan as this would improve the quality of the cotton crops. It would be 
very much to the advantage of the farmer to produce a higher type of cotton. 
As an illustration, the above-mentioned farmer plants good seed and is careful 
with his picking, so his crop is worth 30 cents on the market; he receives 30 
cents for his crop and 6.18 subsidy, making the value of his crop 36.18. But on 
the other hand, if he planted a poor quality of cotton and his crop would only 
bring 20 cents on the open market, the net value of his crop would be 26.1 
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It is my opinion that this plan will restore the cotton economy of 
the South to an active expanding economy, instead of a stagnant mess 

The Cuatrman, That is really a two-price system ; is it not ? 

Mr. Scrocerns. No; it is not. 

The Carman. How does it differ? What I mean is, he gets a 
premium. 

Mr. Scrocerns. He gets a direct subsidy from the Government. 
Well, it would be, technically. 

The Cuarrman, It is the two-price system ? 

Mr. Scrogeins. All of his cotton would sell at one price but he would 
be—on a certain allotment of his crop—he would be allowed a subsidy. 

The CuatrMaN. It would only be on that domestically used ? 

Mr. Scrocetns. Whatever the figure the Department of Agriculture 
would set up. 

The Carrman. Would he get the subsidy also on the total? 

Mr. Scrocetns. No; just on so many pounds of cotton he would 
be allowed a subsidy. 

The Cuarrman. That is just another form of the two-price system. 

__Mr. Scrogerins (1 sading) : 

In a few years we would have a complete liquidation of Government-held stock 
through normal trade channels. The cotton trade certainly is in a better position 
to market these stocks in an orderly manner than the Government. 

The efficient American cotton farmer would regain his standings in the cotton 
markets of the world, and regain at least a portion of his lost markets. 

There is little doubt but that consumption of American cotton would increase 
5 million bales annually. The American cotton mill would be in a better position 
to meet the competition of synthetics and importation of finished goods. 

‘he export giveaway program could be eliminated as there would be no 
need for it. 

This plan would benefit all concerned—the American cotton farmer, the tax- 
payer, the consumer, and the entire cotton industry. 


The Cuatrman. All right, thank you. Is there anything else? 

Mr. Scrogatns. No, sir; that is all. 

The Cuamrman. At this point in the record, I desire to file a state- 
ment from A. L. Storey, Charleston, Mo., on ‘behalf of the Missouri 
Cotton Producers Association. 

And next is a statement by the Agricultural Council of Arkansas, 
dated this day, January the 20th. 

And next, also, a statement by the Louisiana Delta Council, dated 
January 20. 

(The documents are as follows :) 


STATEMENT FiLep By A. L. Storey, Mrssourr CorTron PRODUCERS ASSOCIATION, 
CHARLESTON, Mo. 


Fairness demands that the cotton farmer, and the cotton belt economy which 
depends for existence on the cotton dollar, be considered as a segment of the 
national economic picture, and in this dimension appraised as a present and 
potential market for manufactured goods, a source of taxpayments, a contributor 
to the Nation’s prosperity through production of commodities both for domestic 
consumption and for export. 

An analysis of the major problems of the cotton industry indicates that no plan, 
nor any conceivable combination of plans, for the continuance of a solvent in- 
dustry will stand a chance of success until stocks now held by the Commodity 
Credit Corporation are reduced to a level consistent with normal demand—and 
including a sensible reserve for national security. 

It is also indicated that dispersal of current cotton stocks must be coupled with 
a short-term program for the correction of present contingencies and a long-term 
program for the maintenance of a healthy industry. 
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SURPLUS DISPOSAL 


Three major proposals have been advanced as solutions of this problem. 
They are: (a) The soil bank; (b) expanded exports; and (c) domestic consump- 
tion program. 


The soil-bank plan 

Regardless of its possible value to the Nation as a source of future production, 
the soil-bank plan holds little promise of reducing present surpluses. Voluntary 
participation implies prohibitive price inducements. Mandatory compliance 
might reduce supply but presupposes the sacrifice of vital markets. In either 
case, advantage to farmers would be temporary and, we believe, doubtful. Loss 
of markets would almost certainly be permanent. 

There is every reason to anticipate that withdrawal of domestic cotton acres 
would continue to be matched by increasing acreage abroad. Commodity pur- 
chase certificates would fix the market price of cotton at or near the face value 
of the certificate, channeling all current production into the Government 
loan. Administration of such a program would be complicated, expensive, and 
deleterious to many or most of the normal market outlets. 

It is not contended that the soil bank as a conservation program is without 
merit. It is urgently suggested, however, that the entire cotton industry, and 
the entire cotton economy, have a big stake in any governmental cotton pro- 
gram. The dispersal of surplus cotton through the soil bank withdrawal plan 
would have the effect of reducing the flow of dollars and a corresponding reduc- 
tion of income in the cotton economy. Any small temporary relief to the cotton 
producer would be overshadowed by market losses and a permanent economic 
blight on the cotton community. 


Expanded exports 

Exports are historically a part of the American cotton producing industry. 
The present laws governing farm commodities include provisions for regular 
disposal of agricultural surpluses abroad at competitive prices. The cotton 
economy of the United States is predicated upon a foreign market for at least 
514 million bales of cotton per year. Steps looking toward the achievement of 
some such export total will provide a partial solution of both the present produc- 
tion problem and the present surplus problem. 

It is vital that the policy of Government be made implicit in implementing 
a program based on cotton exports, and that the provisions of such enactment be 
definite and certain. Senate bill 2702 is a positive step in the right direction. 
We strongly recommend that this bill be given early and favorable consideration. 


Domestic consumption program 


A plannned program of dispersal outside normal trade channels, and aimed 
at the utilization of surplus cotton for the relief of less fortunate citizens, is 
indicated as desirable under present conditions. 

A stamp plan or some other plan is suggested so that cotton wearing apparel 
and household necessities, including mattresses and other articles of cotton, may 
be channeled directly to low-income families and eleemosynary institutions, 
either at a low cost or as a direct donation from the Government. Such a pro- 
gram would serve a twofold purpose and would tend to strengthen rather than 
complicate domestic markets. 


IMPORT RESTRICTIONS 


It is just as important to provide reasonable protection for the American cotton 
industry against cheap foreign labor and lower manufacturing costs as it is to 
expand export outlets. We urgently recommend the provisions in Senate bill 
2702 advocating reasonable and equitable import restrictions against cheap 
foreign textiles. 

QUALITY IMPROVEMENT 


It is proposed that the loan base be shifted from Middling % inch to Middling 
1 inch or the average grade and staple of the crop. This recommendation is 
made in recognition of, and as an incentive toward, production of higher quality 
cotton. This change would tend to reflect proper premiums and discounts for 
the various qualities. Senate bill 2125 provides for the recommended shitt. 
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SMALL FARMS 


One change in the law applicable to cotton acreage allotments is desirable 
and practical at this time. It is suggested that a national reserve shall be estab- 
lished and alloted to States on a basis of need for small farm adjustments. Such 
reserve might provide minimum allotments of 4 acres, or the highest planting 
in the 3-year period preceding the allotment year, whichever is smaller. Under 
such a provision small farms would be recognized as a national problem and 
provided for accordingly. 





? 

FOREIGN AID PROGRAMS 5 

We strongly recommend drastic revision or outright suspension of all foreign 2 

aid programs tending to stimulate production abroad of commodities already in a 

surplus supply in the world market, or on which production is curtailed within & 

the United States, is also essential. Curtailment of foreign aid would take the 2 
Government out of dangerous, indirect competition with the American cotton 

producer to whom it owes protection. ] 

‘ 

PRICE SUPPORTS % 

£ 


In order to remove the uncertainty of governmental pricing as a threat to the 
cotton market, and to assure the bona fide cotton producer a chance of survival, 
90 percent of parity price supports should be established for the 1956 crop and : 
should be maintained until such time as present conditions have been corrected 
by a long-range program. 

Introduction of the modernized parity formula, which became effective Janu- 
ary 1, and adoption of the suggested change in the loan base, anticipates a cut 
of approximately 10 percent in the price of raw cotton. This price cut should 
be recognized as the maximum reduction which the cotton farmer can absorb 
in a period of 1 year. Particularly is this true in the light of an inflated 
national economy and rising production costs, 





PRICE-SUPPORT DOLLAR LIMIT 


Proposals to limit price support eligibility have the objectionable effect of 
classifying solution of the cotton producers’ problems as a welfare project. . In 
a national economy, developed by and dedicated to the proposition that efficient 
production methods and decreased per unit production costs are the foundation 
of prosperity, the proposals point to the withholding of support to the efficient 
producer in favor of the smaller and possibly less efficient producer. 

We are convinced that pursuance of such a policy points to the dispersal of 
large, well founded farming units and their separation into smaller units, already 
a matter of major concern to the economists of the Nation through their inability 
to meet modern mass production competition. 

It would appear that the small farmer, crowded to the brink of ruin by a 
depressed farm economy, is about to be joined by the larger farmer, brought to 
the same pass by adverse legislation. 

Present cotton market prices are determined by loan yalues and depend upon 
eligibilty of every bale of cotton to Government loan. Withdrawal of the floor 
beneath any substantial part of the current crop will degrade market prices, 
and will react to the disadvantage of every farmer, large or small. 


DOMESTIC PARITY 





It is urged that the ultimate solution of cotton production and marketing will 
be found in a system of domestic parity (two-price system), under which cotton 
will be allowed to seek its own unsupported price level at home and abroad. 

It is suggested, however, that the present disturbed state of the economy, and 
of both domestic and foreign markets, and the policies upon which they depend, 
precludes a fair appraisal necessary to the establishment of domestic parity on 
a practical and equitable basis. 

Hither the short-term or the long-term solution of cotton problems, however, 
must be based finally on the national rather than on individual interest. We 
believe that the survival of the cotton-producing industry, on a basis of produc- 
tion sufficient to supply future domestic and foreign demands for cotton, to be 
in the national interest. 
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STATEMENT FILED BY AGRICULTURAL COUNCIL OF ARKANSAS 


This statement is made in behalf of the Agricultural Council of Arkansas, a 
nonprofit farmer organization affiliated with American Cotton Producer Asso 
ciates. Our testimony is in support of and in addition to that of American 
Cotton Producer Associates. 

We appreciate the opportunity to again appear before this committee to ex- 
press the thinking of our members in the light of proposals recently submitted. 

We are gravely concerned that recommendations made to this committee by 
the Department of Agriculture and others deal principally with proposed legisla 
tion to place into effect what amounts to a social-security program for low in- 
come or family-size farmers and places little if any emphasis on a dynamiéie, 
effective, program to increase the sales of American agricultural products, both 
at home and abroad. While it may be desirable and necessary that some added 
assistance be given low income farm families in order for them to weather the 
present economic storm, we are not in agreement that the proposed soil-bank pro- 
gram will materially reduce surplus stocks or move a greater amount of food 
and fiber into the hands of consumers, either at home or abroad. With respect 
to cotton, we are of the opinion that a campaign to further cut the planted acres 
below those now allotted would merely act as a directive to foreign countries 
to increase their acreage planted to cotton. We feel that the cotton acreage 
goal set in the United States is a barometer for planting in foreign countries. 

According to the United States Department of Commerce there were 37,354 
fewer farms in Arkansas in 1954 than there were in 1950. The greatest reduc 
tion occurred in farms having from 10 to 99 acres. The reduction in this size 
farms amounted to 30,884. As you know, any reduction of agriculture, especially 
eotton, has a serious impact on the rural communities in our State which is 
predominently agricultural. A small cash payment, or one in kind, to a few 
small farmers will not benefit the ginner, the oil mill, the cotton merchant, the 
compress, or loan agencies. The efficiency and profitable operation of our farms 
and their allied processing units are geared to a minimum production yolume 
which must be maintained in order for the industry to survive. We will, there 
fore, support legislation which directs the Secretary of Agriculture to sell present 
surplus stocks of cotton now in the hands of the Commodity Credit Corporation 
on the world market at competitive prices. 





DOLLAR LIMIT ON PRICE-SUPPORT LOANS 


We are opposed to a dollar limit on price-support loans for cotton. It has 
been repeatedly stated that the purpose of commodity credit loans as applied to 
cotton were available in order to permit cotton to be marketed in an orderly 
manner. Farmers in the past have been urged to take advantage of the loan 
to avoid price-depressing dumping at harvest time. If there is a dollar limit 
placed on loans only those few falling into this class will have the advantage of 
price support and the remainder of the crop must be dumped at whatever price 
it will bring. 

LEVEL OF SUPPORT FOR DIFFERENT GRADES 


With respect to cotton, we would oppose any change in the present law which 
gives the Secretary of Agriculture authority to make adjustments for differ- 
ences in grade, type, staple, and quality. We are agreeable to amending sec- 
tion 408 of the Agricultural Act of 1949 so that the standard for cotton will 
be the average grade and staple, providing the level of support price for the 
1956 crop is based on 90 percent of parity. 


TWO-PRICE SYSTEM 


We are of the opinion that with respect to cotton and rice, any long-range 
program designed to recover and maintain an equitable share of the world market 
must be based on a two-price system. We feel that it is most desirable that 
studies be continued in this respect and that such a program become effective 
as soon as present surpluses are sufficiently reduced. 
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STATEMENT FILED BY M, P. GuTHRIB, PRESIDENT, LOUISIANA DELTA CoUNCIL, 
NEWELLTON, La. 


Louisiana Delta Council is an economic federation of the people of the north- 
east Louisiana delta region. We represent the common interests of agriculture, 
industry, education, forestry, and research. The territory served consists of 
11 parishes (counties) comprising an area bounded on the north by the State 
of Arkansas, situated between the Ouachita and Mississippi Rivers and extending 
southward to the parishes of Concordia and Catahoula. 

The income of our area containing 279,000 people is primarily derived from 
agricultural sources, principally cotton. There are approximately 13,000 cotton 
farms in our section. They receive about 45 percent (272,491 acres) of the 
total 1956 State cotton acreage allotment. 

As a member of the American Cotton Producer Associates, our organization 
endorses the recommendations and views previously presented to you by Mr. Alan 
Patteson for the group. 

We deeply regret that the President’s farm message to Congress on January 9 
failed to mention any plan for increased agricultural sales abroad other than 
a request for permission to trade farm products behind the Iron Curtain. 

We are positive that an unrestricted foreign sales program at competitive 
prices, coupled with reasonable restrictions protecting our domestic mills against 
foreign textile imports, is a paramount necessity if the United States cotton 
industry is to survive. 

We are hopeful that the Congress will initiate legislative action aimed toward 
inclusion of the above essential principles in the agricultural program whose 
policy is now being formulated. 

We urge that the Secretary of Agriculture clarify many of the yet unanswered 
questions concerning administration of the soil-bank plan. 

We refer to the lack of a specific formula to inform farmers how they will be 
remunerated for underplanting their allotments of controlled crops under the 
acreage reserve phase of the plan. 

We desire information regarding details of the long-range conservation reserve 
program. We do not know what amount will be paid for devoting land to soil- 
building practices; the duration of annual payments; or specific information 
dealing with determination of average yields and production costs. 

Will there be a limitation on the maximum amount farmers might earn under 
the acreage reserv program and/or the conservation reserve program ? 

It is our considered opinion that farmers need to know the answers to these 
questions immediately if they are to be able to intelligently plan for the coming 
year’s operations. 

We are unalterably opposed to any plan to make participation in the soil-bank 
plan mandatory by requiring such participation as a condition of eligibility for 
receiving price-support assistance. 

We commend the Secretary of Agriculture for his insistence that participation 
in the soil-bank plan must be voluntary. We agree with the Secretary that such 
an approach is the only workable method. 

Ninety-three percent of the producers voted for quotas on December 13, 1955, 
in the marketing quota referendum for the 1956 crop of upland cotton. We 
feel that definite commitments were made to these cotton farmers regarding 
their eligibility for price support. Any additional stipulations at this late date 
ean only be construed as a breach of faith. 

We strongly oppose the recommendation that a dollar limitation be imposed 
upon the amount of price-support loans. 

Our board of directors unanimously recommends that a farmer may continue 
to obtain price support aid on the full production of his price-supported crops, 
provided he complies with Government acreage restrictions, 

Any limitations of Federal price-support assistance based upon the size of the 
farm can only be regarded as outright discrimination against the principles 
that made America great and flagrant disavowal of the precepts of free enterprise. 

I quote the following comments from Gerald Dearing, markets editor, Com- 
mercial Appeal, Memphis, Tenn. : 

“The farm price-support program originally was designed as an orderly market- 
ing program. It was intended to provide the farmer with funds at a time when 
he needed money without forcing him to dump his product on the market during 
the rush of the marketing season. 
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“Tf the larger operators were forced to dump their holdings on the market in 
the fall they would force prices well under the loan. There would be no market 


h- 5 for the small farmer the Secretary is trying to protect. 

e, P “The idea of loan limitations is not good. The price of cotton will auto- 
of oe matically revert to the lowest levels. There is no guaranty that the limits, once 
te 4 imposed, will not be lowered progressively through the years until the most 
Lg a inefficient remain in the cotton-growing business and they not for profit, but for 


a mere subsistence existence.” 





iM Corporate farming has increased. So have corporate manufacturing, corporate 
mn finance, and corporate distribution. The trend of the times favors larger opera- 
» tion in practically everything. 
As for farming, the trend has been the same during the present administration 
n as it was during the two previous administrations. This is shown by the re- 
n cently released agricultural census taken for the year 1954. Actually, the big 
farms are decreasing in size. It is the middle-sized farm that is increasing in 
9 acreage, and this is not an unhealthy situation. 
n We emphatically urge the Secretary of Agriculture to announce immediately 
the 1956 loan-support level on upland cotton. Farmers are in the dark regarding 
° their economic prospects at present. 
t We respectfully urge the earnest consideration of our above recommendations 
a by the members of the Senate Committee on Agriculture and Forestry. 
i The Cuarrman, All right, Mr. Gehlbach, we will now hear from 
D : you. 
4 Will you give your name in full for the record and your occupation ? 
. j STATEMENT OF MELVIN P. GEHLBACH, CHAIRMAN OF THE 
is BOARD OF DIRECTORS, SOIL-BANK ASSOCIATION, LINCOLN, ILL. 


Mr. Genupacu. I am Melvin P. Gehlbach, chairman of the board 


| # of directors of the Soil-Bank Association, farmer, and for the past 15 
a years have devoted my entire time to supervising and analyzing the 
; farm business records of Corn Belt farmers. 


I am a fieldman for the Farm Bureau Farm Management Service, 
supervising Farm Bureau records for Corn Belt farmers. 

The Coarmman. Are you with the Farm Bureau ! 

Mr. Genieacn. No; it isa nonprofit cooperative association, 

The CHarrman. Connected with ? 

Mr. Genipacu. Cooperating with the university and the farm bu- 
reaus and it is an association of farmers, whereby we have 24 field- 
men working in the State of Illinois, helping farmers in supervising 
their records and analyzing their farm businesses through the Farm 
Management Service. 

The Cuarrman. Very well. I noticed you have a written statement 





os Bia a eae f 


there. 
4 Mr. Grutnacn. That is right; I would like to have this statement 
d made a part of the official record of the hearing, if I might. 
j ' The Cuamman. You may do so, and if you desire to highlight it, 
4 ao so, 
Mr. Gruupacn. I think it will save time if I go right through it. 
The Cuarrman. You may proceed in any way you want. 
; Mr. Gentpacu. I appeared before your committee on April 2, 1954, 
a and presented the soil-bank plan for American agriculture. I am 
happy indeed to reappear before this committee to testify in behalf 
4 of this approach. 
3 The Cuamman. There was a little better atmosphere now than when 
you appeared before. 


Mr. Gentzacu. I am not sure. The name; yes. The name; yes. 
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We have read and conscientiously studied President Eisenhower's 
special message to Congress relative to agriculture. We should like 
to quote from the President’s message : 

Clearly new action is imperative. We must stop encouraging the produ 
tion of surpluses. We must stop shifting acres from one crop to another, when 
such shifts result in new surpluses. Nor can crop problems be converted into 
millstones weighing down upon the producers of livestock. 

Remedies are needed now, and it is up to the administration and Congress to 
provide them swiftly. As we seek to go forward, we must not go back to 
old programs that have failed utterly to protect farm families. 

The President then went on to recommend a nine-point program, 
the first of which was a soil bank. We have long advocated the shift 
of emphasis from price fixing and rigid controls to a soil-bank ap- 
proach, and the three-pronged attack spells out well what must be 
done—namely, adjust production of crops in greatest surplus, properly 
handle diverted acres, and practice conservation on lands poorly 
suited to tillage. 

We like the changed approach, but disagree with the implemen- 
tation. We feel that the acreage reserve, in which the farmer under- 
plants allotted acres, would be completely ineffective in accomplishing 
the desired adjustment in production, and in properly handling the 
diverted acres; in fact, the program as outlined may increase produc- 
tion, create more surpluses, and lower farm prices still further. This 
would only increase the difficulties confronting the American farmer. 

The first exception we must take to the acreage-reserve program is 
that it will not adjust production. The effectiveness of an agricul- 
tural program is dependent upon what Mr. Farmer will do on his 
own farm as a response to its provisions. 

Will the acreage reserve as proposed adjust the overall production 
onan individual farm ¢ 

We would answer “No.” Why? Because it would no’ prevent a 
shifting of diverted acres. It is difficult to identify and locate di- 
verted acres ona farm. This is especially true when several crops are 
grown in the same year. 

Now the application to various types of farms: 

Let us look at a typical wheat farm, a cotton farm, and a grain farm 
before and after complying with the acreage-reserve program. 


Wheat farm 


Crop Present acreage . nder — 
| reserve 
Wheat 400 1 300 
Feed grains ; i : Nee eS | 50 2150 
Summer fallow -- ai im ee 100 (3) 
Acreage reserve aie ‘ aie anndncitinn’s pkiwd | 100 
SO O00 BEN i ikon dk Dike dix paxedtebsould paddies acid | 550 | 550 
1 Reduction. 
2 Increase. 


§In acreage reserve. 

The CHamman. That would happen under the bill presented by 
the administration ? 

Mr. Genipacn. That is right. Unless—I have never seen further 
safeguards to prevent a man from placing into the acreage reserve 


land that is already in summer fallow, or land that is already in soil 
building. 
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ers q The Cuamman. That is, if you made it on a voluntary basis, that 
ike c is what he could do? 

j Mr. Genueacu. Or on a compulsory basis. 
lu $ The Cuairman. All right. 
hen ; Mr. Genueacu. We have tried hard to find a way that they can 
into properly implement the acreage-reserve program and we of the Soil- 


Bank Association, who first presented the soil bank plan about 214 


$s to _ > . 
to years ago, cannot find it. : 
The Cuarrman. That was presented to us in 1937 when I was first 
m a Member of this Senate. It was not called the soil bank but it was 
ift 6 about the same principle. It is nothing new. 
ip- Mr. Geuipacu. We will later get into the principle as we are pro- 
he posing it. 
‘ly The Cuatmrman. All right. 
Jy Mr. GeHipacH. What is to keep a wheat farmer from putting his 
, e normal summer fallow land into the acreage-reserve and overplanting 
n- x feed grains? Acres diverted from wheat cannot be identified on a 
a q farm. 
r & Cotton farm 
hy z 
he Crop Present Under acreage- 
iC- i acreage reserve 
is - - — - - 
T° Cotton 20 | 10 
a Feed grains 30 | 40 
1S Hay and pasture 20 | 15 
] Idle land . ao . | 30 | 25 
= Acreage reserve ooh . 10 
is aie ile 
Total crop acres.............-- siti highness ‘ il ‘ 100 | 100 
n ~ 
rhe cotton farmer, too, will be happy to underplant cotton, be paid 
a P for doing it, and then satisfy the acreage reserve with idle land or a 
. : portion of his pastureland. He, too, can expand his acreage of corn 
e . and the other feed grains since you cannot identify the location of 


his diverted acres. 
(a) A grain farmer in compliance with corn allotments plants 
more soybeans. 


hat 


= 
ite EL 


Grain farm 


9 Crop Present acre- Under acreage- 
age reserve 

se Corn sibeibertemae tidings Bertie tn dear ee b bead i 90 | 70 

: Soybeans.......... ides ‘ «tat pbevenudeuabe aid 30 50 

a DORR. - ccsasintichrimantile said eaisemaldgetid a hiatal ; 30 30 

y - Alfalfa....... idvdelddtitleh stiaandidecedpckd : i ae 30 10 
1) 3 Acreage reserve....................- aed i a oe at ek ee | 20 
= Ses he ao 

0 i RG GGT) CORON 5 ch ih sce wecisins seer be dunnnndcesde ‘ sok 180 180 
. ——— — =ee . ‘ ‘ panini = 


Reducing the allotment by 20 acres, plant 50 acres of soybeans, a 
crop that does not have acreage allotment, retain his 30 acres of 
oats, have his 10 acres of hay in pasture, and put 20 acres of his alfalfa 
into the acreage reserve and account for his 180 acres. 

Then take his certificate and draw out of the present. Government 





4 stockpile of surpluses a part of the production of the 20 acres that 
he has underplanted his acreage allotment and bring more commodity 
out onto the open market to depress the farm prices still further. 
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And in the Corn Belt we have another group of farmers that have 
not been in compliance with acreage allotments. I think Secretary 
Benson stated in his testimony the other day that 60 percent of the 
corn farmers are not in compli: ince and 40 percent are in compliance. 

Let us take a look at a grain farm in noncompliance. 

(B) A grain farmer in noncompliance, deciding that the corn 
price may be higher, makes this adjustment—more acres in corn and 
fewer acres in soybeans. 





C Present | Under 
rop . } acreage 
acreage reserve 
| 
— wap - eee —— — - r 
Corn state ch dosti cahcilii nosed db0ddntis bbbdtae boawbdaibneduthaeiindwal 120 | 14 
Soybeans... aniepdncednandnaecsintitinansbainenwtinnmmesima asin 40 | 9 
Oats it as ap atpsineitinih atadiptdvileeateyanienaddndiins deiotcininm abil dcdh aeeaeaia 20 | ( 
Acreage reserve. nckhpeccoeceusenencesasuassounensnansdnededacathanasdhhbeh bln ddtenae (') 
bnaecstpeenanyemesianapessenlfasnefsnteemesat 
NNT GI HIER oo ecdnnncnennectctpinehnseteeneningebteeehian ween | 180 180 
ae — — J ate 
1 Not eligible, 


Under the acreage reserve plan as we see it, the grain farmer in 
noncompliance could increase his acreage of corn from "120 to 140 acres, 
hoping that other farmers adjusting production might make the price 
higher, he could reduce his soybean acreage from 40 to 20 acres, retain 
his 20 acres of oats. 

He is not eligible to receive certificates because he put nothing into 
the acreage reserve but has expanded his production of corn. 

The CHarman. Let us go ae to your first example, 400 alloted 
acres for wheat, then 50 for feed, and 100 for summer fallow. 

Suppose under the ¢ ompulsory p!an that some of us are advocating, 
that you pay him a sufficient sum on the 100 acres we would take out 
of the 400 acres, and make the payment on price supports dependent 
on his carrying out what ought to be done, would not that keep that 
100 acres out of cultivation altogether ? 

Mr. Grnupacn. Yes, but what can—— 

The Cuarman. I say, but would it not do it? 

Mr. Geutpacn. No. 

The Cuarrman. Why not? 

Mr. Geuipacn. Because he already has 100 acres of summer fallow 
which he can substitute in place of that 100 acres and not adjust 
production. 

The Cuarmman. We are talking now about diverted acres. 

Mr. Geutpacu. That is right. 

The Cuarman. That would be 100 acres that he could not use—if 
he did he would lose the support price. 

Mr. Grenipacnu. All right. We already have summer fallow in the 
Wheat Belt. That can be called the acreage reserve and you cannot 
identify a diverted acre out on a farm. You can take a map of a 
farm, with all of the acreage accounted for, and all of the crops 
written in, and then look at the blank map for next year, you cannot 
put your finger on the area of that farm that is going to represent the 
diverted acre. That is why 

The Cuatrman. But his acreage, though, is fixed here? 

Mr. Grenipacu. Yes. 

The Cmairman. That he can plant to wheat, at 400, and one of the 
plans offered is that on these allotted acres, if he further reduced it by 
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ave | 100 acres, that is, the planting, he will get special benefits on the 100 
ary 4 acres—if it is that that he takes out, he will get a special benefit for 
the that—that will mean just so much less wheat, that he will plant and 


thereby reduce the surplus. ‘ae ' 

Mr. Gentpacn. That is right, Senator. But it will not prevent him 
from expanding his feed grains and substituting crops, and placing 
into the acreage reserve summer fallow land that is already there. 

And while you will be paying him the difference between summer 
fallow, possibly, and what he would have grown as wheat——— 

The Cuamman. How would you do it? Would you prevent him 
from planting anything at all, let him retain summer fallow ? | 

Mr. Genipacn. May I come to that as I present my proposal? 

The Cuairman. All right, go ahead. 

Mr. Geupaon. It is true, is it not, that he could substitute under 
the present proposal of the acreage reserve, he could substitute 100 
acres of summer fallow land he already has into the acreage reserve 
and expand his feed grains 100 acres and be in compliance! 

The Cuaimman. But the point is though, that he must reduce his 
allotted wheat acres, that is the point. 

Mr. Genupacn. Yes, he will reduce, but he will shift crops. We 
have the same problem of chasing diverted acres throughout the coun- 
try that we have had under the old program which has made the old 
program fail, in adjusting agricultural production. ; 

The Cuamman. The first part of the soil-bank plan is to curtail 
the planting of allotted acres; acres that the farmer has a right to plant 
under the law as it now exists. 

Mr. Geuieacn. That is the acreage reserve, but not the soil-bank 
plan as originally proposed and as we are still proposing it . 

The Cuamman. I understand that. 

Mr. Genxpacu. All right. Is there any question you would have 
on the cotton or the grain form ¢ 

The Cuatrman, I will just take that as an example. 

Mr. Genxipacu. That is a very good point. I mean that is one that 
we must clear before we will ever have a farm program that will 
operate successfully. 

The Cuatrman. All right. Let us hear what else you have. 

Mr. Gentsatu. Corn farmers might also increase production and 
those under the acreage reserve could use certificates to bring Govern- 
ment-held farm surpluses back out onto farms to depress prices. 

With 60 percent of corn farmers not in compliance with corn acre- 

age allotments, it would be unfair to let them continue to overproduce 
and thus lower prices for farmers in compliance in the Corn Belt or 
other areas. It would not be fair for cotton and wheat farmers to 
: underplant their allotments and increase feed grains on underplanted 
t 3 cotton and wheat allotments. We must adjust production in all agri- 
cultural areas and all share equally in the benefits derived. 
; J We do not think that the acreage reserve program will adjust 
' 4 overall production or protect producers of other crops and livestock 
from excessive production on diverted acres. A soil bank plan we 
F will discuss later in this statement could be effective, however, in ac- 
complishing these things. 

In the United States we have 142 million acres of cropland planted 
to hay and pasture. We also have about 30 million acres temporarily 
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ye ‘land in soil improvement crops not harvested or pastured ; and, 


ail lition, have about 24 million acres of land that is summer fallow 
a not produci ing a crop. 


The CuairMan. Is it not true that summer fallow is done by farn 
ers in order to be able to plant ? 

Mr. Geutracn. And a good practice. 

The Cuatrman. That is a necessity. 

Mr. Gentpacu. We do not question that at all. But we do question 
this, Senator Ellender: How effective would a program be that would 
allow farmers to place into an acreage reserve the 54 million acres that 
are already retired from crop production? Are we going to reduce 
surplus if we merely pay farmers to place acres they are not now 
using for crops into an acre age or conservation reserve ¢ 

The Cuamman. In regard to conservation reserve, it would have 
to be on a long term—he would have to sign a contract for 10 or 15 
years. So your statement there would not apply. 

' Mr. Genisacu. But even for a conservation reserve, what will keep 
farmers from putting in their idle acres or their soil tinapbbeaiient 
croplands that they are already not harvesting? 

The CHarrmMan. The acreage reserve is to be put in a different 
category. 

Mr. Gentpacnu. I know it is. 

The CuarrmMan. Entirely different. 

Mr. Genupacnu. Yes. 

The Cuatrman. That is to be practiced by the farmer from 1 to 3 


” 
years or such a time as we can consume or reduce our surplus; that 
is the purpose of it. 

Mr. Gentpacnu. I understand, but I ask this question: We do not 
mean to be critical. We are trying to picture the soil-bank plan as 
we have proposed it, to be an effective program for agriculture. 

The Cuatrman. All right; let us proceed. 

Mr. Geuipacu. And we put this question, and maybe Congress 
can do this in the implementation: How can we keep the present 54 
million acres that are in soil improvement crops, not harvested for 
hay and pasture at the present time, or the temporarily idle land 
that is within the cropland, or the present acreage of summer fallow 
land that is in the various agricultural regions—how can we keep that 
acreage from becoming the proposed million acres of acreage 
reserve and the possible 20 to 30 million acres of conservation reserve 
land, to where if it uses up the proposed 45 million acres and receives 
ill of this Federal money when farmers can actually increase sub- 
stitute crops which in the past have been our diverted acres; how can 
we ever have an effective program ? 

We say it will not adjust production at all. 


It may even increase 
production. 


SURPLUS RELEASE CREATES PRICE PROBLEM 


Now we would like to take up the handling of present surpluses. 
It is very important that these surpluses not be brought back onto 


farms or into the market until we have an effective production- 
adjustment program. 


If farmers are paid certificates that would release Government sur- 
pluses, while at the same time they merely shift crop acreages instead 
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of reducing overall production, we might find farm market prices 
going to even lowe r le vels. 

It is generally agreed that a 10 percent increase in the supply of 
gr’ ain is associated with a 20 percent decrease in price, Livestock 
prices show greater ¢ ‘hange in relation to supply than do grain prices. 
F or livestock, a 10 percent increase in supply is associated with a 

5 percent decrease in price. ‘The untime ly re lease of sur plus wheat, 
corn, and other feed grains could seriously overexpand livestock 
production. ; J 

We fear that many believe our problem is Government-held sur- 
pluses ; yet surpluses out on farms do more to depress prices than those 
held by the Government. 

Shifting our Government-held surpluses onto the shoulders of 
farmers would only depress prices still further. The quickest way 
to defeat the real operation of a soil bank is to have these Govern- 
ment surpluses at reduced prices become the soil bank payment for 
land currently out of the production of basic crops. 

The basic concept of storing surpluses as fertility in the soil, instead 
of commodities in warehouses, approaches the problem at its sources— 
at the soil. 

The key to our agricultural problem is production adjustment, and 
it is through this means that the soil bank approach proposed to 
maintain net farm earnings. 

At this point I would like to have incorporated into the record and 
for the use of the committee, three figure diagrams that I did not 
have the opportunity to reprint because my printing facilities could 
only take typing to prepare a statement for this committee, but this 
is a clipping of a reprint from the Prairie Farmer, soil bank article, 
that was published in the Corn Belt, out of Chicago, in March of 
1955. 

The Cuarmman. All right; that can be filed. 

Mr. GrenisacH. Could it be made a part of the record at this 
point ¢ 

The Cuarrman. Yes, sir; of the printed record. 

Mr. GeHLBacH. Yes, sir. 

(The clipping is as follows :) 
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(Clipping from reprint of Prairie Farmer soil bank article, March 1955] 





FIG. A.—As farm prices 
decline farmers continue 
to plant full acreages to 
corn and other grain 
crops in order to secure 
cash to pay for labor, 
taxes, machinery, fuel, 
living and other costs. 
Farmers need a way to 
adjust their production 
without sacrificing 80 
much of their net earn- 
ings or have prices go 
so low that they would 
choose acreage controis. 
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FIG. B.—The Soil-Bank 
Plan proposes to make 
it profitable for farmers 
to shift low-yielding 
acres to soil-building 3 
uses. By converting de- 4 

pletive crop acres to soil- 
building acres we reduce 
total production and in- 
crease prices, thus pro- 
tecting the net earnings / 
for farmers. Shifting sl 
production to fewer q 
acres of depletive crops ¥ 
would reduce operating 
costs and increase yields se 
per acre on most farms. 4 
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FIG. C,— After several 
years of operation and 
as per acre yields in- 
crease to provide the 
mecessary food produc- 
tion, the incentive pay- 
'ments can be shifted to 
more and more soil- 
building acres — each 
time reducing the costs 
of operating a farm. 
Higher yields per acre, 
even on fewer acres, 
mean more net earning 


and higher standard of 
living for a farm family. 
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Mr. Geneacu. I think the diagrams there are very illustrative of 
what we are meaning in our original soil bank plan as we have pro- 
posed it, as I appeared before the House Agriculture Committee on 
October 17, 1958 . 

And by the way, I have here, in my folder, the letter from a farmer 
in western Illinois when we asked to have a name for our proposal— 
I have here the letter that named the proposal “the soil bank plan,” 
if you should ever care to see it. , 

We are not meaning to take credit for the name, necessarily. It 
isn’t a case of who gets credit as to who started what. What we are 
meaning to testify before this committee for is to make sure that we 
can get the best, most efficient, and most simple agricultural program 
for the American farmer for all of the regions and not only for some 
one particular region or some one particular commodity. 


THE SOIL BANK ASSOCIATION PROPOSAL 


We believe the following procedure might be more effective than 
the acreage reserve program as proposed. Instead of the acreage re- 
serve being a part of the allotted crop acreage, make it an additional 
acreage, above a minimum base, of soil-building crops. This would 
prevent farmers from substituting acreage that is already in hay and 
pasture and in this way reduce all cash crops in oversupply. : 

Instead of the acreage reserve becoming complicated and tied in 
with individual crop acreage allotments, it must be simple and bold. 
The soil bank plan is concerned with the acreage of only one class of 
crops: the soil-building crops. 

As these crops are expanded, the acreage of cash crops in surplus 
is reduced. An effective soil-bank plan can be just this simple. Why 
should the Corn Belt be excluded when the soil-bank plan could oper- 
ate so well to adjust production? We dare not let farmers produce 
themselves into price destruction. 

The soil-bank plan as proposed by the Soil-Bank Association would: 

1, Establish a minimum base for hay, pasture, and soil-building 
crops for the various agricultural regions. 

2. Offer incentive payments for soil-building acres in excess of this 
minimum base. 

3. Establish the soil-building base for an individual farm in relation 
to soil class, and it would not be tied to an individual farmer’s his- 
torical acreage. 

4, Give all individual farms on comparable land classes a com- 
parable proportionate base and give opportunity to earn soil-bank 
incentive payments for an additional acreage of soil building. 

The Cuatrman. Would you apply that only to those you shift? 

Mr, Genipacn. No, no. 

The Cuamman. To all of them? 

Mr. Grntpacu. The thing that bothers us tremendously is as folks 
are testifying in regard to the acreage reserve they seem to have in 
mind the high-yielding acre and shifting it out of production and 


think in terms they need a lot of money to shift that high-yielding 
acre, 


Our approach is this: Let us shift the low-yielding acres on land 


that needs soil building into the soil-bank plan. And we have lots 
64440—56—pt. 8_—__29 
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of acres in this country—I am sure—I know we do in the Corn Belt— 
that with lower yields and lower fertility make no profit at all—and 
we plan that this incentive payment, if we can outweigh the low- 
yielding acres and those that are making losses instead of profits—if 
we can shift those into fertility building and really make a bold 
shift of that type of land we will protect net earnings for farmers and 
then build fertility on the proper acres. 

The Cuarrman. Will you answer my question? On the percentage 
you say that ought to be set aside for soil building, what incentive 
would you give for that—anything? 

Mr. Gentpacn. Yes. We would pay a dollar incentive. 

The Cuarmman. All right. Would you increase the incentive as to 
more acres shifted to soil building? 

Mr. Gentpacn. No. Not ona sliding scale. 

The CHairmMan, The same thing, 

Mr. Greuinacn. I would put it on one level. 

The CHarrMan. One level? 

Mr. Geutpacnu. Yes. 

The CHatrmMan. That would have to be done on the voluntary 
basis? 

Mr. Grenipacn. One level for a comparable grade of land. 

The Cuamman. Would that be done on a voluntary basis? 

Mr. Geuipacn. We will come to our methods of bringing about 
compliance a little bit later in the statement. 

The Cuarrman. Go ahead then. 

Mr. Grnipacn. 5. Provide incentive payments, that relate to the 
value of crops harvested per acre of cropland, to outweigh net profits 
and not gross profits per acre. This, I think, is well covered in the 
President’s message. 

6. Allow level, highly productive land to receive higher incentive 
payments on fewer acres, while rolling and less productive land would 
receive somewhat lower per-acre payments, but on more acres. 

7. Provide commodity loans at levels adjusted to the degree of soil- 
building compliance on an individual farm. 








THE LIVESTOCK FARMER IS PROTECTED 


Incentive payments should be designed so as to discourage overpro- 
duction of roughage-consuming livestock. For example, a farmer 
expanding his acreage of soil-building crops and using them for feed 
would be given only a first payment. 

If this acreage were used solely as fertility, he would be given a 
fertility-reserve payment in addition to the first payment. A most 
successful way to direct America is the use of the American dollar. 

You can legislate laws forbidding the use of forage acres for hay and 
pasture, but who will drive the cows out of the forbidden area at mid- 
night? It would seem much easier to pay for the shift in land use 
after the shift is made and finally make the fertility reserve payment 
only if the forage were not fed. 

The dairy cows eating this extra forage will have to show promise of 
a substantial profit or a farmer may send them to market and take his 
dollar-incentive payment today rather than milk cows and hope for a 
profit tomorrow. 
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Feeder cattle profits, as well as net returns from beef cow herds, will 
have to be attractive before farmers will forego their final fertility- 
™ : F oon . sir ar a 
reserve payment. The soil-bank plan is designed for livestock farms 


as well as grain farms. 
FEED RESERVE FOR EMERGENCY 


The increased acres of soil-building crops are more than a fertility 
reserve—they are a forage reserve on each and every farm. In case of 
drought or other emergency, this reserve can be brought into use if need 
outweighs incentive payment. id 

The decision to release much-needed feed to maintain cattle herds 
when drought, flood, or insect hazards strike, should be left with the 
farmer. The forage reserve is designed to meet the needs of the 
individual farm and have a degree of flexibility to protect farm income 
as well as a food supply for the Nation. 


TO HANDLE SURPLUS 


How must we handle our Government-held surpluses? We believe 
we should: : . 

1. Convert a portion of present farm surplus into a well-defined 
stockpile with provision for periodic replacement. 

2. Adjust production below current needs to absorb the balance of 
the surplus into the market for use as soon as possible, not at half price 
but at full price. We are in accord with the President’s proposal to— 
recommend legislation to permit, under proper safeguards, sales at not less than 
support levels, plus carrying charges. 

3. Instead of taking a substantial loss on the billions of dollars of 
agricultural commodities held by the Government, use a part of this 
money for an effective soil-bank program to adjust production below 
current needs. 

Nearly everyone agrees that it is cheaper to pay a farmer an incen- 
tive to expand soil-building acres than to overproduce cash crops and 
have to wonder what to do with it. In addition, the farmer receives 
extra earning in that he saves the cost of producing the surplus. 

I will now take up compliance. 

Why does a farmer comply with acreage allotments? The farmers 
I work with try to determine what the market price will be as com- 
pared to support price, and, if the difference between these two prices 
is great, they seriously consider staying within their acreage allot- 
ment. 

For several years now, the result has been that many farmers who 
overplanted their allotments and took market price enjoyed a higher 
net earning than those folks who reduced their acreage and received 
support price. 

Many, however, who reduced corn acreage and replaced with soy- 
beans did not seriously lower their net earnings—neither did they 
adjust production. Farmers who are not in compliance, and who are 
expanding their grain acres, are the ones most responsible for the 
failure of our present program to adjust production. 

A serious weaknes sof the acreage-reserve program is that it does 
not reach the farms in noncompliance with allotments. 
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Lowering support prices and thus decreasing the difference between 
support price and market price only Jessens the motivating force so 
that fewer farmers will comply with acreage allotments. 

It may be difficult to obtain full voluntary compliance in the soil 
bank or any other plan in the near future. Farmers’ participation 
would be determined largely by their attitude toward past programs 
as well as present programs. As some farmers might find it advan- 
tageous not to cooperate, many farmers may wish to shift beyond their 
allotted soil-building acreage and receive the unused soil-bank funds 
available from those who think it would be better to forego payment 
and not adjust production. 

In this way we may have only two-thirds of the farmers partici- 
pating but acrewise could attain effective compliance. Why not let 
those farmers, who need it most, adjust production and build fertility ? 
Why not begin paying the farmers who cooperate instead of penalizing 
them, as in the past? 

In addition to the incentive payment inducing farmers to adjust 
production, we propose offering commodity loans at levels in relation 
to the compliance with soil-bank acres. Farmer in full compliance 
should be eligible for full loan value. Farmers planting all cash 
crops and no soil-building crops would be eligible for only 50-percent 
loan value. The farmer determines his own loan level by his degree 
of participation in production adjustment. 


IMPLEMENTATION 


The proposed soil-bank plan must be made effective beyond any nor- 
mal program to protect price levels during the period of moving sur- 
plus stocks back into the market for consumption. An accelerated 
program to accomplish this would involve a vigorous approach for 2 
or 3 years and then would be tempered, not ended, to keep agriculture 
in balance with the rest of the economy. 

The money spent for incentive payments to adjust production should 
not be considered a direct cost to the Government, for these payments 
would yield returns; first, by raising the price level of Government- 
held stocks in addition to farm prices; et second, reduce losses now 
inevitable on the vast holding of commodities deteriorating in value 
due to loss of quality, as well as save on the million-dollar-a-day stor- 
age cost. 

The incentive payment is not a direct subsidy or a dole. To re- 
ceive this payment a farmer needs to forego the income from cash 
crops making up our present surpluses and, instead, to build fertility 
to protect the food supply for the consumers of this Nation and prob- 
ably of the world. The cost of the program should be borne, not by 
farmers alone, but by all who benefit. 

We would recommend that a soil-bank plan be implemented at an 
early date to halt the farm-price decline, reduce the cost of storing 
unwanted surpluses, and move commodities now held, into the mar- 
ket at a much earlier date than would be accomplished in a program 
involving only 45 million ineffective acres, acres that are already out 
of crop production. 

Our soil-bank plan would be applied as follows: 
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Approrimate acres 
{In millions] 
Total acres of cropland in United States 
Soil-building base (large part of present acreage in hay, pasture, summer 
fallow, temporarily idle, etc.) ~-----------~-----~~-~----~---~------~-.-. 
Soil-bank acres (acres for which farmers can receive incentive payment 

to build fertility instead of producing unwanted surplus) 

It can never be expected that all acreage eligible for payment will 
be shifted into soil building, but we can expect near 100 million acres 
of land now producing cash crops at a low yield per acre and returning 
little or no net profit per acre to some into the soil-bank program. 

When surpluses are reduced and production is brought into line 
with market needs the higher price will automatically shift land back 
into cash crops thus relieving the Government of providing the in- 
centive payment. 

This plan is designed to balance agriculture with the level of the 
entire economy, protecting the consumer’s food supply at reasonable 
prices; while, on the other hand, protecting the farmer againt the 
plague of overproduction, unwanted surpluses and drastically low 
farm earnings. 

The program for the American farmer must be organized and 
implemented just as the individual farmer should manage his farm. 
We must spend money where it needs to be spent to correct a situation 
and cease expanding that phase of the business that incurs losses. 

I advise my farmers to expand their profitable farm enterprises 
and curtail or eliminate those that are unprofitable. Our farm pro- 
gram must be operaed in a similar manner. We would like to see 
soil-bank payments made in 2 parts: A first payment to shift land use 
from grain to forage on the expected 100 million acres at an average 
payment of $8 per acre. 

This payment would be related to the level of production of the 
various agricultural regions ranging from $3 to $15 per acre. There 
should be no restrictions on the use of forage for this first payment. 

A second payment would be offered those farmers who forego feed- 
ing the forage on these soil-bank acres. This payment, too, would 
average around $8 per acre with a range similar to the first payment. 

A good guess is that we would have at least 70 million acres of the 
100 million acres affected by the second incentive payment to place 
into a fertility reserve the forage grown and not harvested or fed. 


COST 


How much money will this program cost? If made effective it need 
not cost too much. Here are our estimates: 


First payment: 100 million acreas, @ $8 
Second payment: 75 million acres (forage not fed), @ $8 


Total incentive (spending—not cost) 


By adjusting production beyond current needs, enabling the Gov- 
ernment to move the surplus into the market earlier, and thereby 
saving the cost of deterioration and storage, we should regain $600 
million. This is based on a $6 billion storage holding, figuring a 
10-percent annual reduction in value. 
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I think those are the figures—you can correct me if they are not— 
that they used in the testimony when Secretary Benson appeared be- 
fore the committee, about 10 percent. 

I think I am right, that in wheat, do they not figure that in 8 years 
the total value of the wheat is used up in deterioration ? 

The Cuamman. That is Benson’s statement, 8 years. 

Mr. Greuupacu. I have tried to get the most reliable information I 
could. 

The Cuarrman. Are those two payments that you speak of there 
for the same year? 

Mr. Grenipacu. Yes; the same year. 

The Cuatrman. The same year? 

Mr. Genipacu. On the same acreage. 

The Cuamman. The same acreage? 

Mr. Grentpacnu. Yes. 

The Cuarmman, All on a voluntary basis? 

Mr. Grentpacnu. On the voluntary basis. 

The Cuarmman. All right, proceed. 

Mr. Genipacn. By adjusting production to market needs, we might 
well halt the farm-price decline and even regain a part of the 25- 
percent decrease already experienced. A 10-percent reduction in 
production is associated with a 20-percent increase in grain prices 
and a 25-percent increase in livestock prices. It is quite possible to 
gain that much in 1 year if present surpluses are properly handled. 

A quite conservative estimate of price response to an effective pro- 
gram of production adjustment would be at least 10 percent. If this 
is applied to only $6 billion of present Government stockpile, the 
program could earn about $600 million without using the surplus 
itself. 

These 2 factors alone, the gaining of price and the prevention of 
part of the loss of commodity deterioration and storage costs, would 
recover $1.2 billion to offset the $1.4 billion of incentive payments 
proposed. 

For the portion of farmers having earnings at levels subject to Fed- 
eral income tax, the increase in earnings resulting from the program 
will pay all or at least a substantial part of the cost of administering 
the program. 

The real and substantial returns from the soil-bank plan are not 
the incentive payments. They are elimination of price-depressing 
surpluses; increased net earnings and soil fertility ; long-term benefits 
of soil and water conservation. 

The President’s shift in emphasis from price fixing and rigid con- 
trols to a soil-bank approach is certainly a move in the right direction, 
and is one which we have long advocated. The effectiveness of this 
program, in easing the farm tension, will depend primarily upon the 
implementation now to be proposed by you. It must be simple and 
extensive. 

I know that your committee is really busy, and I have tried to out- 
line on the back page in outline form the major features of the original 
soil-bank plan for American agriculture as we are proposing it. 

The Cuatrman. We will put it in the record. 

(The document is as follows:) 
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Masor FEATURES OF THE ORIGINAL SorL-BANK PLAN FOR AMERICAN AGRICULTURE 
(Nor THE ACREAGE-RESERVE OR THE CONSERVATION-RESERVE PLAN) 


Objectives: Production adjustment, soil and water conservation. Balance net 
farm incomes to entire economy. Assure food supply at reasonable prices. 

Crops involved: All crops are adjusted to market needs. The expansion of 
soil-building crops adjusts all other crops in oversupply. 

Acreage involved: From 20 million to 150 million acres of cropland. 

Controls needed: None. Price balances production between crops and incentive 
payments. 

Form of participation: Voluntary planting of soil-building crops over and 
above a minimum base. Two forces to bring about compliance: 

1. Commodity loan level in relation to compliance. 
2. Incentive payment to shift to more soil building. 

Use of soil-bank acres: For soil building and conservation; for emergency 
feed when need outweighs incentive payment. 

Time element: A longtime agricultural program—not operative when market 
needs meet production ; however, immediately effective when production exceeds 
market needs. 

Compensation to farmers: Higher prices, as a result of adjusted production, 
higher per acre profits from slightly higher yields per acre, and dollar incentive 
payment to build fertility instead of producing unwanted agricultural surplus. 
We would not use certificates to confuse the issue. 

Fair estimate of cost: About $300 million of net cost. 


Estimate of payments by Government: Million 
Incentive payments for acreage shifts... .n26 sk iets eecetanas $800 
Incentive payments for fertility reserve___.._c___.............._.___ 600 

TORRE TROUIIVO. DONE i sii nite unions :ccculesicnahainmpmisinncommun ies 1, 400 

Estimate of income to Government: 

Price gain on $6 billion Government-held surplus at 10 percent________ 600 
Storage, shrinkage, and deterioration costs on $6 billion of surplus 
absorbed into market earlier (1-year allowance)__--___________ 600 


Total earning or loss prevented 


The CHairman. Very well. 


sae OEE will stand in recess until tomorrow morning at 10 
o’clock. 


(Whereupon, at 4:40 p. m., the committee recessed to reconvene at 


10 a. m., Saturday, January 21, 1955.) 
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SATURDAY, JANUARY 21, 1956 


Unirep States SENATE, 
CoMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, D. C. 

The committee met, pursuant to recess, at 10:15 a. m., in room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman of the 
committee) presiding. 

Present: Senators Ellender, Humphrey, Scott, Aiken, Young, 
Thye, and Schoeppel. 

The CuarrMan. The committee will please come to order. 

Our first witness is Mr. Otie M. Reed. 

Will you give us your name in full for the record and your occu- 
pation. 


STATEMENT OF OTIE M. REED, WASHINGTON REPRESENTATIVE, 
JOINT COMMITTEE OF THE AMERICAN BUTTER INSTITUTE AND 
THE NATIONAL CREAMERY ASSOCIATION 


Mr. Rexp. My name is O. M. Reed. I am Washington representa- 
tive of the joint committee of the American Butter Institute and the 
National Creamery Association. 

These two organizations are interested primarily in the production 
and manufacturing and sale of butter and related dairy products. 

We produce and manufacture most of the butter that is sold or a 
large portion of the butter sold in the United States. 

I do not have a written statement. I will talk merely from notes, 

As far as the soil-bank plan is concerned, as was exemplified in the 
proposed bills before the Congress, I think the policy of these two 
organizations which I represent is in favor of the conservation prac- 
tices and the like that are exemplified in this bill. 

However, since the bill proposed to have a great shift in our land 
utilization from what are more commonly called the soil depleting 
crops to cover pasturage, feed crops, and water conservation, we be- 
lieve that the plan should be sure and provide that through its opera- 
tion dairy products will not be increased at a faster rate than can be 
absorbed at reasonable prices to dairy producers. 

Certainly, the soil-bank plan has much to commend it. 

So far as water conservation is concerned I am no water-conserva- 
tion expert, but the published information shows that we need to con- 
serve our water resources in this country. And, apparently, this would 
be a step in the right direction. 

The same holds true with reforestation. 
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With our soil-conservation policies it would be further expanded in 
this bill. 

As far as actual relief to the dairy farmer is concerned, we have 
been unable in the short time available, to fully analyze the effects or 
how much we might expect the dairy farmer to cooperate in the 
details of the program. 

I think you all know that as a general rule commercial dairy farm- 
ers by the very nature of their business follow soil-conservation prac- 
tices, improvement and development of pasture, cover crops, and the 
like. 

And we have been unable to estimate whether they will be in a posi- 
tion to modify their land-use program so as to cooperate to any great 
extent in the acreage-diversion program or in the conservation-acre- 
age phase of the program. 

The Cuamrman. Why is that, because of the size of their plants? 

Mr. Reep. Well, because in a large number of our commercial areas, 
Senator, I believe that they are following now on their own setave 
practices on farming that this bill seeks to encourage in our crop area 

Unquestionably, however, in your areas where the row crops ond 
wheat and crops covered in this bill are an important part of the econ- 
omy, actually in some of the areas dairying is a sideline on these 
farms to the production of those commodities, they will be able to 
cooperate. But cooperate from the point of view of being wheat farm- 
ers or cotton farmers and the like, rather than as strictly commercial 
dairy farmers. 

Senator A1rkEN. Would you say that the dairy farmer now is faced 
with the necessity for increasing the size of his plant, rather than 
decreasing it, if he is going to continue in a seoliealle milk-production 
business ¢ 

Mr. Reep. Oh, yes; that is becoming steadily more evident in the 
last few years with the tremendous strides. 

Senator Arken. The small farm is not economic any more. 

Would you say that, if the soil-bank proposal results in holding the 
increased ‘production of dairy products on diverted acres to a normal 
and necessary increase then the dairyman would get valuable indirect 
benefits ? 

Mr. Reep. I would say we would see no reason to object. Probably 
he would get some indirect benefits. 

Senator A1kEN. How is the butter situation now? 

Mr. Reep. Why, our situation in butter this year is much better 
than the last time I appeared before you gentlemen. 

In the recent weeks our price-support purchases, by the Commodity 
Credit Corporation, has increased somewhat. 

The CuHarrman. Why is that? 

Mr. Reep. Well, they are several million pounds in December over 
what they were in December a year ago. 

Senator Arken. Has not disappearance also increased? 

Mr. Reep. It has increased tremendously. 

The CHarrman. That is because of the. sales program carried on, 
almost a gift in many instances. 

Mr. Reep. That is right. 

I have here, Mr. Chairman, a number of tables which I would want 
to insert in the record, which give you the information on purchases, 
disposition, and cost. 
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TABLE 1.—Purchases of dairy products under the price-support program, 1947-55 


Butter and cheese 


| Purchases | 


Nonfat dry milk 





i 
| 


Purchases as percentage 


of— 





| 
Year | Milk | as percent- ad — 
equivalent | age of farm Quantity Total 
| of pur- produe- aoe , | Produc- ae 
| chases | tion of chased" - | -thonr of cat 
| | milk nonfat | —e me i 
| dry milk | Produced 
| on farms 
Million Million 
pounds | Percent pounds Percent Percent 
1047... 211 | 31.1 2. 
1948... - ~~|--+---------|------- -|------- ~+-|------- 
1949 ; 2, 541 | 2.2 325 | 34.8 | 3.1 
1000. . xcs chs eebnnt tele | 3, 666 | 3.1 352 | 40.0 3.3 
SORT |. .~ cnink niilaainscesatihtueereealeabeiindss | 13 |} @) 53 | 7.5 5 
| ESTO 8 ee ee 348 .3 51 | 5.9 | 5 
at i Ree eis 9, 981 | 8.2 587 48.4 5.4 
1954 ; 9, 148 | 7.4 | 651 | 46. 4 | 5.8 
TOKE 9. ocd) ck ean bob biden abi auntie 4, 600 | 3.7 500 | 36.1 | 4.5 


butter. 
2 Less than 0.05 percent. 


| 


’ Based on actual data first 10 months and forecast for last 2 months. 


1 Most of the dry milk purchased was made from milk from which the butterfat was used in making 


Source: The Dairy Situation, November 1955, Agricultural Marketing Service, U. 8. Department of 


Agriculture. 


TABLE 2.—Support levels and actual prices of manufacturing milk and butterfat, 
year beginning Apr. 1, 1950-55 














| 
Manufacturing milk Butterfat 
Milk 
equiv- 
Support level Actual price Support level | Actual price alent 
ed ae of price 
Marketing year beginning | } sup- 
Apr. 1 Per- | Per- | : | port 
| cent- are | cont- | .| Per- | | Pere la pur- 
age of | caer | age of | — cent- Cents cent- c — chases 
parity cements parity cena age of fond age of pound by 
equiv- |! equiv- | parity | P° parity 1| ! j;USDA? 
alent alent ! | 
| 
sential | i sol | 
Million 
pounds 
FOO ctatinin dativimsinaniniinnds 7 $3. 07 87 $3. 40 86 60.0 92 64.2 3, 486 
SOGN"OE. conccedulivannuibies 7| 3.60 96 3. 97 90 67.6 99 74.1 13 
ee 90} 3.85 93 4.00 90 69. 2 93 71.6 3, 619 
POR. cnn wnntnginglin damascus 90 3.74 83 3. 46 90 67.3 88 65. 6 | 311, 195 
Ph nnneusanntinnesniiiiaiinitel 7 3.15 75 3.16 75 56.2 76 56.7 5, 744 
WP OE. gn occniagithsnkctannen 80 3.15 479 | 43.12 76; 56.2 476 | 456.5 | 43,371 
I 














1 Actual prices during year as percentages of parity or parity equivalent just before beginning of marketing 
year. Actual prices for manufacturing milk during year as percentages of average parity equivalent during 
fang were 85, 93, 95, 84, and 80, respectively. Comparable percentages for butterfat were 89, 96, 95, 88, 76, 
and 77. 

? Equivalent computed on basis of fat content. Purchases of nonfat dry milk, which is made from same 
milk used in making butter, were as follows (in millions of pounds): 1950-51, 260; 1951-52, 53; 1952-53, 210; 
1953-54, 666; 1954-55, 523; April-October 1955, 374. 

5 Excludes equivalent of 5 million pounds of butter and 87 million pounds of cheese sold in March 1954 
under conditions to be bought back in April. 

* April-October 1955. 


Source: The Dairy Situation, November 1955, Agricultural Marketing Service, U. S. Department of 
Agriculture. 
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TABLE 3.—Purchases and dispositions of dairy products under the price-support 
program, marketing years beginning Apr. 1, 1952, through Dec. $1, 1955 





























| ] 
Butter Percent; Cheddar |Percent) Nonfat dry- Ses 
of total} cheese of total} milk solids | of total 
a 5 
Purchases: Pounds Pounds | Pounds 
1952-53 (Apr. 1, 1952-Mar. 31, 1953)..| 143, 348, 182) 16.7} 75, 236, 131) 9.3 210, 410, 097) 11.4 
1953-54 (Apr. 1, 1953-Mar. 31, 1954) --| 380, 184, 566 44.1) 456,041, 717) 56. 6 665, 871, 918) 36.1 
1954-55 (Apr. 1, 1954-Mar. 31, 1955)__| 210, 539, 069} 24.4) 153, 353, 591) 19.0 523, 207, 269) 28.4 
1955-56 (Apr. 1-Dec. 31, 1955)_...... 128, 058, 058) 14. 8) 120, 867, 448) 15.1} 445, 733, 7 24.1 
SOOO . «on deasciadhe omrenntinatacpiin 862, 129, 875 100. 0| 805, 498, 887 100.0) 1, 845, 222, 719 100.0 
Uses: | = = = = — a ————— ————————————————— ——~ 4 
Commercial domestic oe detietia | 23, 702, 676 2.9) 134, 951, 397) 24.1 5, 294, 502) 3 
Animal and mixed feed sales........|......-.-.-- Ss ie atin alliemae shia Rntathicmins 594, 951, 652) 32.3 
SS eS ane 107, 008, 703 13.0} 37, 148, 679) 6. 6) 21, 146, _ 1.1 
Sec. 416 donations: | | | 
ESE Kab deci onbdcuadbnceas 185, 692, 501) 22.9} 141, 048, 968 25. 2) 142, 595, 676) 7.7 
Foreign !........- collars ih inant | 337, 428, 256} 41.4) 211, 210, 027) 37.8) 631, 489, 683 34.3 
Commercial export sales ?_.......... | 15,250,062 1. 9) 4, 234, 119 8} 16, 220, 739} 9 
Commerstta a feed TT | =a ~~ ae Se 4.1 
ncommercial export sales ----| 37,966, 560) 4.6) 6,834, 26 .2}| 320, 468, 76 17.4 
l 8, An vy transfers._............- 86, 167, 984 10.6} 3,407, 245 . 6) 7, 203, 839| ol 
TOA Wee s. ...... casincmcninnnct |} 12,708, 560} 1.6) 20, 548, 795) 3.7) 27,074, 946) 1.5 
Cee 4. : SF cccmindebbaubedencal 9, 112, 646) A. Dc nouwenecous A scaidibeebeneiiel 651, 860}........ 
oauiadia = - on 4 | - ? 
0 a ee 815, 037, 947| 100. 0| 559, 383, 490) 100.0} 1, 842,097, 787| 100.0 
Estimated uncommitted supplies as of | 
ati BB; BUR tend ciswbadddetadens oe 47, 091, 928)........ | 246, 115, 307|-....... 3, 194, 982)........ 








1 Butter total includes the following quantities of butter programed for conversion to butter oil for distri- 
bution through the 3 following outlets: 124,843,500 pounds for sec. 416, 24,518,500 pounds for noncommercial 
export, and 2,940,000 pounds for ICA. 

2 Including 2,467,000 pounds of butter sold under title I, Public Law 480 (foreign currency), and 1 million 
pounds of nonfat dry milk moved under barter. 

2 Other uses include butter salvage sale, cocoa butter extender sales, butter sales and donations to the 
Veterans’ Administration, donations of dry milk for research, donations to Foreign Agricultural Service 
for promotional exhibits abroad, and butter sold for liquid milk recombining. 


Source: Reports of the Agricultural Marketing Service, U. 8. Department of Agriculture. 


TABLE 4.—Butter: Volume and estimated CCC loss on sales, donations, and other 
dispositions of butter acquired under price-support program, fiscal years 
1950-55 

{In millions] 

SALES 


Quantity | Cost Total sales Estimated 


Fiscal year (pounds) proceeds | loss (or gain) 














| 

1950_. , i itededaues sii tas 28. 4 | $17.7 $17.8 1 $0.1 
1951 a nn Se eee : 138.8 | 85.9 83.9 2.0 
1952 2 i 2 @4) 

1953 21 we cag ae ia 23.6 16.0 15.5 5 
1954. __- cde caagkke eee 106.0 | 72.7 59.4 13.3 
1955_. 34. 3 7 

| 





Total.... owieidlibacennin 





I alee ad alee brent 1 diane lee 6.8 easel $4.3 
ON. 5 hte adinn dis wbekst cde ulabaloeaeeclie id 67.6 yl anhiened cnet 42.2 
1952. ... . aera : () Per. \- inte stie<as- ‘ @) 

DE bk til Rl iE Sa a . i a a eae Be a ee 


1954 ; ea ; a . . es meas “an 33. , pwewbestbonaon 








le i i i A i il: 



























~~ 


wa) aoe * 


% 


Roo Sa AAR ie ia aia: Se NS AS tae 


i ai 


7 
4 
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TanLE 4.—Butter: Volume and estimated CCC loss on sales, donations, and other 
dispositions of butter acquired under price-support programs, fiscal years 
1950-—55—Continued 


TOTAL DISPOSITION 3 





: . Quantity . | Total sales Estimated 

Picea: Teg x ~ rs - e 

Fiscal year | (pounds) Cost | proceeds loss (or gain) 
1950 et hae i ‘ seal 35. 2 $22. 0 $17.8 $4.1 
1951...... oe code hsieiieg 206. 4 128. 1 | 83.8 44.2 
1952. E 2 2] 2 ('4) 
1953 } = 23. 6 16.0 15.5 | a) 
1954 . ; 139.7 95.3 | 59.5 | 35.7 
1955 : : 382. 5 253. 8 34.3 | 219. 5 

ae sisoueee wobeeenl 787.6 515.3 | 211. 2 | 304. 0 
1 Gain 


2 Includes other dispositions, costs, and recoveries not specified above. 
3 Less than 50,000. 


Source: Compiled from Report of the President of the Commodity Credit Corporation and Report of 
Financial Condition and Operations, issued monthly by the Commodity Stabilization Service. 


TABLE 5.—Cheese: Volume and estimated CCO loss on sales, donations, and other 
dispositions of cheese acquired under price-support program, fiscal years 
































1950-55 
SALES 
{In millions] 
oaiad an caniagii ane 7 in peste ciel 
Rees . Quantity | a | Total sales Estimated 

Fiscal year (pounds) Cost | proceeds | loss (or gain) 

pane Bas ee ee eee ae : 
Weer ere eS sited 7.4 | $2.5 | ER ree 
1951... oe ee acted tad iain gienleanta 98.1 | 33.8 | 18.8 | $15.1 

Se0R nc st pee oo ee ee 8 | 3 | "3] ay 

a ee eS ee aR 1.4 6] .6 (3) 
SORA. . . icc ckctleamnteedadeh thus diatbans econ 139.8 53.7 50.9 2.8 
1955 cache tibia eiin deine ti ne diteaea mes 41.9 15.9 13.7 2.2 
TUE. c..aksnekdwbncduatididecne<auiiindn 289. 4 106.8 | 86.8 | 20.1 

| | 
DONATIONS 

WODissdencdeinckctuchzibe: Jae leuets 3.2 | $1.0 bb aphids ced $1.0 
1068 ooo ocak cccbGceiteadece bpeewlababes tke 25.8 | OO tis wie set 8.9 

i a ee ee al al (3) (3) Se ge 2a ed (3) 
NOU oscniososa ocees-psayes = dedesninscconsninlncsnctin ein nips cece s eke ee ice tianlian ie acide ca SA ls 
Sis sib iene ash puens abe lems 24.2 | We ek 9.9 
1086.s x. ntdn» Cd eed : 169. 4 FO Bitte ditins } 73.8 
Peah core tenn cestrocnaiaiannis 222.6 | We a tegtneenss 93. 6 

TOTAL DISPOSITIONS 2 

OC re a ne 10. 6 $3.5 $2. 5 | $1.0 
WO ap. tecisdicudnn a edna z akan case ack 123.8 2.7 | 18.8 24.0 

eis ana ciisihvdneone tant tis oem tk s -3 3 | (1 2) 

ceo eninenath, sone een dl thee adden 1.4 6 | 6 (1 2) 
O66... - cova bbdilinck deans: Sebel So 164. 2 | 63.6 | 51.0 | 12.7 
I wiecomse eins ltilieis catieniadaiii i ER ea eee | 204. 6 | 89.9 | 13.7 | 76. 2 
TOUR this. thcescttcedehabaiednsentadidl 505. 4 | 200.6 | 86.9 | 113.9 





1 Gain, 
2 Includes other dispositions, costs, and recoveries not specified above. 
’ Less than 50,000. 


Source: Compiled from Report of the President of the Commodity Credit Corporation and Report of 
Financial Condition and Operations, issued monthly by the Commodity Stabilization Service. 
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TABLE 6. 


1949... 
1950...- 
1951 

1952... . 
1953_..-. 
1954-.- 


1949 
1950 aw . 
1951 
1952 
1953... 
1954.... 


1949 : 
1950... 

1951 

1952 

1953 

1954 

1955. 

Total 


! Gain. 


- 


TABLE 7 


1949 
1950 
1951 
1952 
1953 
1954 
1955 








apni ccyecncoebens 


Nonfat dry milk solids: Volume and estimated OCC losses from sales, 
donations, and dispositions of nonfat dry milk solids acquired under the price- 
support program, fiscal years 1949-55 


_ ae: 


Fiscal year 


PRICE-SUPPORT PROGRAM 


{In millions] 
































2 Includes other dispositions, costs, and recoveries not specified above. 


{In millions} 


SALES 











Source: Compiled from Report of the President of the Commodity Credit Corporation and Report of 
Financial Conditions and Operations, issued monthly by the Commodity Stabilization Service. 


—Total dairy products: Volume and estimated CCO losses from sales, 
donations, and other dispositions of dairy products acquired under the price- 
support program, fiscal years 1949-55 


Total sales 
proceeds 


SALES 
a np 
Quantity Cost | Total sales | Estimated 
(pounds) . proceeds | loss (or gain 
7.8 $0.9 | $1.0 1 $0.1 
peininciticadeaeaeae 158. 5 21.4 | 10.0 11.5 
339. 0 44.5 18. 4 26. 1 
omnegenal 57.5 9.0 7.9 1.1 2 
51.2 9.1 6.3 2.8 a 
accananaoaenal 462.7 81.2 16.3 64.9 ¢ 
okaneen 408. 3 69. 4 16. 2 53. 2 , 
a patient eenereneenenidiennnaytiiae 
; .-| 1, 485.0 235. 5 76.1 | 159. § J 
DONATIONS : 
a - ESR ae — | = 4 
oe aks i Oe $3.3 4 
sonces 123. 4 | ED Peantoabedsncad 16, 5 
Saale ‘ 9 Oi nnd 2 
ano 10.9 1.9 |. sail 19 # 
acid 100. 9 BRA ccbexcodhollth 17.( e 
pall 346. 6 | GD Tesenmesninseana 64 
607.7 | MBO devine econ | 103.9 “ 
2 
3 
TOTAL DISPOSITION # : 
7.8 | $0. 9 | $1.0 1 $0.1 i 
183. 5 24.7 10.0 | 14.8 if 
ae seal 462. 4 61.0 18.4 42. 6 8 
rs 58.4 9.1 7.9 | 1.2 ; 
a 63. 1 11.2 | 6.4 | 4.8 4 
564. 7 | 98.9 | 16.5 | 82. 4 & 
756. 4 134. 2 16. 2 118. ( si 
| — — ee ae - —— str wicies ae 
; 2, 096. 3 340.0 | 76. 4 | 263. 7 a 


" 








| Estimated 
| loss (or gain 


1 $0.1 
11.3 
43.2 
1.0 
3.3 
81.0 

79. ( 





j 

$0.9 | $1.0 
se} 41.6 | 30.3 
| 164.3 | 121.1 
| 9.4 | 8.4 
25.7 | 22.4 
207. 6 | 126. 6 
.2 4. 2 

LF 








of 
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Taste 7.—Total dairy products: Volume and estimated CCC losses from sales, 
donations, and other dispositions of dairy products acquired under the price- 
support program, fiscal years 1949-55—Continued 

DONATIONS 
cerca veieanneeneicssciasssainitigiy Taian cinetiaiiaitaaliateacis caliente lial eit cieaas 


| 
Total sales Estimated 
| 


























Fiscal year Cost proceeds | loss (or gain) 
Ss — — a {—_——____—__ 
1g 49 osescees o] 60 603ewe 660o0] - ceeasesoseeeoc 
1950 $8.6 |........-.---- $8. 6 
PON. oth. seeaneteaeeee BedO fodesdc cae | 67.6 
1952_..-..---------------------- } 1 Joonenesenee-- 1 
1953 1.9 L 
1054. ons onvncneneeeennnees - 49.9 |. | 49.9 
1955 333. 6 | - 333. 6 
Total shvovernaieteadneanncntbmebs sia pike dune’ a 461.7 |-------------- 461, 7 
TOTAL DISPOSITION 3 
1949.. snieagacoldasnieaaeameaaea ‘ hail $0.9 | $1.0 | 1 $0.1 
1950 % : ES 50. 2 | 30.3 | 19.9 
1951 ‘ —— . ‘ 231.9 | 121.1 110.8 
1952 9.6 | 8.5 1.1 
1953 ° bat woté hed ‘ aad | 27.8 | 22. 6 5.2 
1954__. , pain , | 257.8 | 127.0 130.8 
1955... nova etbte ILS <Shleedslnadgueleks Lal 477.9 64. 2 413.7 
TORE. caches cucbsgsddpuédasdgudteccéueeudesdauemeabet 1, 056.1 | 374. 5 | 681.6 
— ! — ! | _ 
“1 Gain. 


Includes other dispositions, costs, and recoveries not specified above. 

Source: Compiled from Report of the President of the Commodity Credit Corporation and Report of 
Financial Condition and Operations, issued monthly by the Commodity Stabilization Service. 

Senator Arken. Is my information correct that the CCC now has 
on hand about 44 million pounds of unobligated butter, compared 
with about 460 million pounds 18 or 19 months ago? 

Mr. Reep. That is correct. As of December 

Senator Arken. Am I also correct in thinking that the amount of 
butter in cold storage, Government as well as private holdings, is 
only about half what it was a year ago? 

Mr. Reep. That is correct; yes. 

Senator Aiken. Why does not the price go up? 

Mr. Reep. Well, current production and current demand are just 
about in balance. 

Senator Arken. You mean that we still have just a shade more 
than we are using? 

Mr. Reep. That is correct. 

Senator Arken. But not the very heavy surplus? 

Mr. Rerp. Oh, no. 

Senator Arken. That we had a year ago? 

Mr. Reep. Well, this year, for example, purchases through the first 
10 months of the marketing year, which is April through March 31, 
amounted to 128 million pounds. 

In 1954-55, it was 210 million; 1953-54, it was 380 million. 

Senator Aiken. Is it a fact that this country is consuming in terms 
of milk equivalent 10 billion pounds more of milk in 1955 than it did 
in 1953? 

Mr. Reep. It is consuming considerably more. The exact figure 
I do not know. Our butter has increased about 5 to 7 percent over 
that period. 
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Senator Arken. The consumption of milk and its products in- 
creased approximately 10 billion pounds in 2 years, largely, I believe, 
through the promotion efforts of the dairy people and their organiza- 
tions. 

Mr. Reep. That has been very helpful. And we have expanded 
that program materially the last 2 9 years—very greatly. 

The Cuamman. The evidence produced before this committee in 
the fall, when we had our hearings, and since here in Washington, 
is that the production of milk this year increased over last year 
almost 134 million pounds. 

Are we to understand that of that additional production, or produc- 
tion as a whole, that more raw milk was sold, than in the past and 
that less was reduced into butter? 

Mr. Resp. Yes, there was more raw milk sold and more butter sold. 
The demand for both went up this last year. 

The CuarrMan. It is not a fact that your biggest outlet to take care 
of the milk was in the sale of the raw product, rather than converting 
to butter. 

Mr. Reep. That is the largest ; and butter is the second largest. 

The Cuaman. That is what many of us contended, if your re- 
member, when the matter came up for discussion here. I found that 
many of the farmers preferred, because it was more beneficial, I pre- 
sume, to take their raw a and convert it into butter since they had 
a ready market, Uncle Sam, than to try to sell it in the raw state. 

But that attitude has changed; has it not? 

Mr. Reep. Well, I would be sur prised if they ever really had that 
attitude. The farmers are shift’ ng more and more, our experience 
has been, from the delivery of gathered cream to gathered milk for 
manufacturing and from ‘gathered milk for manufacturing to en- 
deavor to seek a market in fluid milk markets. 

That has been the trend for a number of years and they are certainly 
continuing it. 

Senator ArKen. There is quite a large percentage of the producers 
who could not now qualify for the fluid milk market anyway. 

Mr. Reep. That is right. 

Senator A1kEN. Would you say 30 percent of them, probably, could 
not ship into the fluid milk market, because they are not able to comply 
with the regulations? 

Mr. Reep. Or have not complied. 

The CHamman. Is my information correct that the CCC has sold 
its last pound of powdered dry milk and has even sold so much that 
they have to take in some more before they can fill their orders? 

Mr. Reep. The inventory figures as of December 31, show uncom- 
mitted supplies, that are available for the program of 47 million 
pounds of butter. 246 million pounds of cheese, and then 3,124,000 
pounds of nonfat dry-milk solids. That is in this table 3 of this 
summary. 

The Cuamman. I was referring to the figures for the end of last 
week which I think show that there is no powder at all left and they 
are actually oversold. 

Mr. Reep. I would expect so. 

The Cuarrman. You mean that the CCC—— 

Mr. Reep. Has disposed of it. 
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The CuammaN. Why should the CCC have occasion to take it in 
at all if it is that scarce ¢ 

Mr. Reep. As a matter of fact, that scarcity is more apparent than 
real, Senator Ellender. Approximately 36 percent of your nonfat milk 
solids produced in the United States this last year were sold to the 
Government. 

The CuaikmaNn. Thirty-six percent? 

Mr. Reep. Yes, sir. 

The CuairMan. That was last year. What isit this year? 

Mr. Reep. That was until December 31 this year, the first 10 months 
of this marketing year. 

The CuHairMAN. How much did we pay for that? 

Mr. Reep. That is 17 cents per pound. 

The CHarRMAN. How much did we sell it for ? 

Mr. Reep. I don’t know. 

The CuarrmaNn. Two cents, I believe. 

Mr. Resp. Some of it. 

The Cuarrman. Two or three cents. 

Mr. Reep. Some has been donated and the average figure would 
work out quite low. 

Senator A1ken. However, that sale to the Government took place 
mostly during the first 6 months of last year ; did it not ? 

Because during the last 6 months of the year, Mr. Reed, as I recall 
it, the open market price went above the Government-support price. 

Mr. Reep. On your nonfat solids I can readily understand at a par- 
ticular period maybe your disposition program does get ahead of your 
acquisition program but with the production and demand situation 
for nonfat, you will have plenty of nonfat surplus. 

The CuarrmaNn. If there is such a demand for this dried milk, why 
is the CCC taking any of it at all ? 

Mr. Reep. The facts are on it that dry-milk production in this 
country, it will exceed our commercial demand by a considerable per- 
centage. Apparently I am not familiar with all of the details, gon. 
ator Aiken, but from my experience with it I would say that at this 
point the disposition program has caught up with your purchase pro- 
gram, but you will have considerable dry milk purchased the rest of 
this year and next year because of the simple fact that we have pro- 
duced a lot more than we consume on the average. 

Senator Arxen. The school-lunch program consumes a lot of it. 

Mr. Reep. It consumes some nonfat dry-milk solids. 

Senator Arken. The welfare program uses a lot of it. But the 
particular improvement in the dairy situation has come in an increase 
of, I believe, about 21 pounds per capita consumption in milk equiv- 
alent, which takes 314 billion pounds additional consumption, plus 
about 2 billion pounds which we need for the increased population 
this year. 

Mr. Reep. The nonfats will stay in the surplus position this next 
year unquestionably. 

Senator Arken. Oh, yes; I expect it will; but it will not spoil. 

Mr. Reep. No; it won’t spoil. 

Senator Arken. There will be plenty of places to give it-away. 
That is one commodity we can give away. We can’t give away all 
of our commodities. 
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Senator Young. I think the whole history of this price-support 
program and disposal of dairy commodities indicates that we can get 
rid of surpluses if we have a will to do so. 

May I ask this, Do you have the cost figures of the dairy support 
program for the past 4 years? 

Mr. Reep. I have in tables 4, 5, and 6 of the summary here, figures 
taken from reports of the Commodity Credit Corporation covering 
the entire scope of the price support program since the war. 

Senator Arken. Which war? 

Mr. Reep. World War II. It started in 1949; and on butter the 
total purchase cost was $515 million. 

Senator Youne. What year? 

The Cuarrman. What period? 

Mr. Reep. That is for the entire period since 1949 when the price 
support program went in. 

Senator Youne. What I asked was the cost this last year and the 
year before. 

Mr. Reep. This last—the costs in fiscal year ending July 1, 1954, 
were $95,300,000 for butter, and for the fiscal year ending July 1, 
1955, were $254 million. 

For cheese, the comparable figures were 63.3 and 89.8. 

Senator Youna. That is quite a lot of money. But I think it is 
money well spent to stabilize a great industry, the price of that in- 
dustry. 

Mr. Reep. Certainly. If you take the total losses as recorded on 
all purchases and disposition is made thereof, since this postwar price 
support program started in 1949, we had lost $682 million. 

The CHamman. You mean, not on all milk products—it is more 
than that? 

Mr. Reep. On all dairy products according to my reports, ending 
the fiscal year July 1. 

The Cuatrman. Three-quarters of a billion. 

Mr. Reep. My figures go up to July 1. 

The Cuamman. I have it up to date. 

Senator Youne. If it had not been for this program, though, would 
not most of the dairy farmers have been broke ? 

Mr. Reep. They certainly would have been in a terrible position, 

Senator Arken. That is the loss charged to the farmer. However, 
other elements of our society gained, maybe not a corresponding 
amount but they gained quite a lot of it. 

Mr. Reep. Yes. 

Senator Arken. There was no charge made against them. 

Senator Youna. They got the product at a reasonable price. 

Senator Arken. I would rather give it away than have it spoil. 

The CHarrman. I have before me the record of sales made of the 
butter, in fact, dairy products, and the entire loss on butter to the 
Government up to June 30, 1952- 

Senator Youna. For how many years? 

The CHatrmMan. Beginning July 1, 1946 and through June 30, 
1952—the entire loss, was $48 million plus. 

On cheese, the entire loss was $25 million plus. 

On dried milk it was $57 million plus. 

The total dairy losses 1933-52 (June 30) were about $131 million. 
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So that the greatest loss took place in the last 2 or 3 years when 
this program of sales took place to get rid of it. The total losses 
July 1, 1952 to November 30, 1955, have been approximately $711 
million. 

Mr. Reep. Surely. 

The Cuamman. That is why you do not have so much on hand. 
It is because most of it—you suffered this loss to which you refer, 
and which I say is now in the neighborhood of three-quarters of a 
billion dollars, almost that, and a little over—$131 million was the 
loss up to June 30 of 1952. 

Senator Youne. Even though there—— 

The Cuarmman. That is why you do not have so much on hand 
because it was either given away or sold at a loss. 

Senator Youne. That is true. At the same time there has not been 
any public complaint. = 

The CuarrmMan. That is right. 

Senator Youne. Because of the costs of the program. 

Senator Arken. We changed our system about 2 years ago. Pre- 
vious to that, nothing was charged up as loss until the CCC actuall 
gave us physical possession of the commodity. Then that was changed, 
you know, 2 years ago, and we have the inventory loss year by year. 
“ Tam inclined to think that before we get through, counting this last 
year—and we have got two or three hundred million pounds of chees 
yet on hand—that your estimate of $750 million is probably conserva- 
tive. 

Mr. Reep. That is correct. 

Senator AITKEN. Quite conservatice. But it has not been wasted. 
The school children have eaten up a good deal of it. The poor people 
in this country and other countries have eaten the rest of it. Some 
has been actually sold at a loss. And some of it is actually put into 
the Government refrigerators in the spring and bought back by people 
who put it in who come and get it in the fall. They utilize Government 
storage. 

The Cuairman. I do not want you to interpret my questioning to 
indicate that 1 am complaining about the losses, or the costs. But 
the point that I desired to make was that the greatest losses were sus- 
tained because of the campaign that Senator Young has spoken about, 
that was started when this administration took over. 

Senator A1ken. That is true—getting rid of it. 

The Cuatrman. Getting rid of dairy products. If the same efforts 
were used to get rid of cotton and wheat and others we might have 
been able to dispose of some of that. 

Senator Arken. As Mr. Reed says, because we have gotten rid 
of this stuff, actual production and consumption are the nearest in 
balance now that they have been for several years. 

Mr. Reep. Yes. Another way to look at this, so far as that is 
concerned is that the cash farm income in milk and butterfat sold 
from farms runs in the neighborhood, I believe, of $4 billion a year. 

And since the inception of this program through July 1—your 
figures are more up to date than mine—but I have used mine because 
I had them in mind, the loss has been $682 million against an annual 
total cash farm income of $4 million or above. 

Senator Arken. While that loss has been charged to the farmer, it 
has really been incurred for the benefit of the consumer. 
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Mr. Reep. That istrue. Sure. 

I think that would conclude what we have to say about the soil 
bank plan. 

Senator Scuorrren. I would like to ask Mr. Reed with reference to 
the soil bank plan. 

Do you have an opinion whether that should be voluntary or manda- 
tory ? 

Mr. Reep. Our organization have taken no position on it, Senator 
Schoeppel, as to whether it should be voluntary or mandatory. 

From my own experience, I can give you an answer; it depends upon 
the rate of inducement. 

[ believe, if the rates are high, you naturally will have much more 
voluntary cooperation in the plan. If your rates are low, then you 
won't have it. 

Senator Scuorrret. In your judgment, do you not think that the 
inducement should be sufficiently high, on the liberal side in order to 
take the additional acreage out of this producing plant? 

Mr. Reep. It will have to be, if the program is going to succeed 
at all. Otherwise, the inducement, if it is very low, they will grow the 
crops that you want to reduce. 

I think that is just a perfectly natural reaction. 

Senator Arken. I think the Secretary of Agriculture made that 
plain in his statement. 

Mr. Reep. I have no opinions whatsoever as to what that rate of in- 
ducement has to be. It probably will have to be changed and be geo- 
graphical and commoditywise and everything. It would be very com- 
plicated. I have no opinions on it. 

The Cuatrman. I think the statement of the Secretary pertained 
principally to reserved acres when it came to these high payments. 
The other, of course, would be much less, that is, for the soil conser- 
vation. 

Senator Tarr. I would like to ask of Mr. Reed his opinion on those 
acres diverted from the basic crops, whether they be one or the other, 
and your five basics would be your wheat, corn, cotton, rice and 
peanuts—the tobacco acreage we need not concern ourselves with—but 
those diverted acres, in your opinion, how should they be dealt with? 

You see there; it is a question that they qualify for a fixed support 
providing they reduce their acreage. That is a different question 
than you have in that conservation program, where you would lay 
additional idle acres on which a specific compensation would be paid 
you. 

But in the other you have the provisions of your basics your sup- 
ports on those basics. So you have the benefit there pricewise, and 
in that you are asked to divert. 

How would you imagine that the legislation should deal with that 
question ¢ 

Mr. Reep, I have been worrying about it. As I understand your 
question, how can we be sure that the diverted acreage from one crop 
does not disadvantage another agricultural enterprise ? 

Senator Tre. We know the history of what took place too often, 
so it nullified what you endeavored to do. So, therefore, how do we 
deal with it? 

Mr. Reep. Frankly, I don’t know. I don’t think our experience 
shows how successful we can be with this. 
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I assume that the legislation would have to provide that this acre- 
age was not to be used in other commodities and then police that 
adequately with certain, perhaps, reductions in payments if it were 
not used. That would be about the only way you could handle it. 

Senator Ture. The reduction in payment—there again that is a 
difficult thing to make exceptions on. They either qualify or they 
disqualify. 

Mr. Reep. Certainly. 

Senator Ture. But in order to get a compliance and to get a set- 
aside, that is the question that disturbs me, because if you do not get 
a set-aside, you have only shifted over and aggravate another cro 
situation, or aggravated the dairy situation, by increasing the f 
supply that multiplies into a higher dairy production. 

Would you say that in your acquaintances in the group that you 
represent, would they resent a mandatory compliance of setting aside 
those acres and denying a crop on those acres that are diverted from 
either cotton, wheat, peanuts, rice or corn ? 

Mr. Reep. As a matter of fact, I think the people, the farmers that 
I have dealt with and deal with all of the time, would be very much 
interested in there being a provision in the act to see to it that these 
diverted acres did not add to the dairy production. I think they 
would be agreeable to that kind of thing. 

However it is done, of course, they have no particular opinion. 
But the principle of keeping these acreages out of dairy production, 
as long as we are already in a surplus position, is one with which they 
wholeheartedly agree. 

I assume this would mean farm-to-farm administration in checking 
right straight through. I don’t see how they could do it otherwise 
administratively. 

The CHatrman. Proceed. 

Mr. Reep. We approve the provisions of the bill dealing with the 
special school milk program, and wish to state that we think that 
program has been successful. It removes some commodity or shifts 
the use of a commodity which would otherwise go into manufactured 
dairy products and fluid milk; and even more I think we could all 
agree that it is most certainly a fine thing for the schoolchildren 
of this country. It is a very fine program. 

The Cuamman. We have, as you know, Mr. Reed, 3 or 4 bills on 
the subject. The President has requested an increase of 75 million. 
Senator Wiley’s would be 60 and Senator Thye’s would be 100 million. 

Do you think that we could satisfactorily use the 100 million item? 

Mr. Reep. I think you could. The Department of Agriculture, if 
that money is earmarked for school milk, it is still going to do its best 
to administer the program fully. 

If the money authorized is not used, no harm will be done. They are 
in here requesting a supplementary appropriation because the pro- 
grams are outrunning the programs right now. We can’t tell whether 
75 is enough or not. 

The Cuarman. With the money so far provided only about a third 
of the schoolchildren in the whole country are being taken care of 
Mr. Reep. That is right; and more need to come in. 

The Cuarrman. Many more would come in if there were more funds 
provided by Congress in order to facilitate that. 
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Mr. Reep. On the remaining features of the dairy surplus disposi- 
tion program, the figures indicate, the record shows that through the 
legislation passed by the Congress in recent years, the disposition 
problem has been, I believe, very well handled, indeed. I think we 
should thank the Congress and the Department for the work that has 
been done on that. 

We can’t forecast the future too well, unfortunately. Our outlook 
currently is that milk production this coming year will increase ap- 
proximately 2 billion pounds, to be our highest on record, and if we 
are able to hold, which I am quite sure we will be able to do, barring 
some catastrophe of some sort, with our per capita rights of consump- 
tion, we should be approximately in balance all during this coming 
year. 

Nevertheless, if we should get a tremendous upsurge in production 
which has taken place in the ‘past, we think it would be wise for the 
Congress to consider the extension of the language in the act of 1954, 
which would permit the Secretary to use methods other than purchases 
or loans on dairy products to support prices to producers. 

There might very well arise a situation where surpluses would be- 
come quite large and the facilities to dispose of them, the techniques 
to dispose of them would not be available. 

The Cuamman. Why; do not the farmers do something about that ? 
You are pretty well organized, You are now practically in balance. 
You do not want to do what the hog people did. You are pretty well 
in balance. What makes you believe that you are going to increase? 
What causes that? 

Mr. Reep. I say it is a possibility. A number of things can cause it. 

The Cuarreman. If you did what you suggest, would it not be an 
inducement to them to expand ? 

Mr. Rezp. No, sir, all I am saying is let us have in the act methods 
as a backlog, or as a sort of an ace in the hole, so to speak, if we should 
run into huge surpluses such as we have in the past. I do not antici- 
pate those surpluses and I do not think anyone in the dairy industry 
anticipates them for the next year. This would be purely protective. 

That is our sole reason for continuing it. It has not been used since 
it was put in the act in 1954, and I certainly don’t anticipate its use 
now. 

But it is possible that it could be there. Under it you could expand 
your methods of surplus disposition to relief people, etc. 

The Cuarrman. As I recall, your milk production in 1952, maybe 
1953, was 121 billion pounds plus. How much more do you anticipate 
for the current year—you said 2 billion pounds. Is that over last year 
or what? 

Mr. Reep. Yes, sir, over last year. Let me see here just a second 
slease, sir. The official estimate for production to be 126 to 127 
bildbon pounds in 1955. 

The Cuatrman. Yes, and 1953, I think it was 121. When was it 121? 

Mr. Reep. That was in 1953. You were right on that. 

The Cuatrman. That is my recollection, so that from 1953 to the 
end of this fiscal year, I mean the year coming, you would have an 
increase of almost 6 billion pounds if the estimates of the Department 
hold true. 

Mr. Reep. That is right. 
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The CuarrMan. Is that with the same number of cows or did they 
increase their herds or what? 

Mr. Reep. Our cows are as low or lower now than they have been 
for years. There are many changes taking place in production. 

The Cuarman. More feed; better feed. 

Mr. Reepv. The production per cow is going up. Next year the 
Department thinks, and many of us do, I think, that your feed ration 
will be more satisfactory from the production cost point of view 
which increases production. 

And those factors led to it. Of course, if we have a drought all 
rules are off. We don’t know. Right now certain factors such as 
favorable feed ratio steady upward trend in production per cow 
which is more efficient production, will lead to about this. 

Senator Youne. May I ask this question now: If feed prices drop 
still more, would not that tend to increase dairy production ? 

Mr. Reep. Yes, sir, sure it will. 

Senator ScHorpreLt. What about your situation last year, the 
drought in our country? We experienced a drought condition in 
practically every section of the country. Suppose you have a normal 
climatic year, will that skyrocket your dairy production again ? 

Mr. Reep. No, sir, these estimates are based on normality. 

The CHarRMAN. Since we mentioned the number of cows, will you 
tell us from the record, how many cows produced this 121 billion 
plus in 1953, and how many, more or less, will there be to produce 
the estimated 126 to 127 billion pounds ? 

Mr. Reep. Let me see if I have those figures here. We have ap- 
proximately 22 million cows on farms as of now. January 1 in- 
ventory estimate will be out in mid-February. 

I believe our peak cow numbers were reached about 1945, and we 
have been going downhill or staying constantly at a considerably 
lower level since that period. 

The CHarrMaAn. I wonder if you could obtain for the record—— 

Mr. Reep. I certainly can. 

The CuHarrman. And will put it in your testimony at this point, 
the number of cows that produced this 121 billion in 1953 and the 
number of cows that will produce the estimate 126 or 127 billion 
pounds in 1956, 

Senator Arxen. I believe the drop in number was around 600,000. 

Mr. Reep. Yes. 

Senator Arken. There is no comparison of the average cow of a 
few years ago and the average dairy cow today, so far as production 
goes, 

Mr. Reep. Production per cow is increasing approximately, I be- 
lieve, 2 percent per year. Over a period of 5 years that amounts to a 
lot of milk. 

(The information referred to is as follows :) 


Wasurinerton, D. C., January 26, 1956. 


Senator ALLEN J. ELLENDER, Sr., 
Chairman, Senate Committee on Agriculture and Forestry, 
Washington 25, D. C. 

Dear SENATOR ELLENDER: During the course of my testimony before your com- 
mittee on January 21, 1956, you asked me questions concerning specific statistics 
relative to the dairy industry. I promised to furnish such figures for incorpora- 
tion in the record of the hearing on the soil-bank proposal. 
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Attached hereto you will find a table showing trends in certain dairy statistics 
from 1940 to date. I have constructed index numbers for each series with 1940 
as the base year, for your ready reference. The figures show the following: 

(1) Milk cow numbers reached their peak in 1945 at 27,770,000 head or 11 
percent above 1940 numbers. The smallest number of cows recorded during the 
period 1940-55 was in 1952 at 23,369,000 head, 6 percent less than in 1940, 
Since 1947 numbers of milk cows have been less than 1940 and in 1955 were 
24,408,000 head or 2 percent below 1940. 

(2) Total milk production on farms in the United States was 14 percent above 
1940 in 1955. The production in 1940 has been exceeded every year since that 
date even with fewer cows on farms. 

(3) The increase in milk production is accounted for solely by increased pro- 
duction per cow. Production per cow has shown an almost unbroken upward 
trend since 1940 and in 1954 was 19 percent above 1940. Figures on production 
per cow in 1955 will not be available for several weeks, but will undoubtedly 
show a continuation of the upward trend, inasmuch as total production in 1955 
was higher than in 1954, since the number of cows was less in 1955 than in 1954. 

It would be appreciated if this letter and the attached table would be included 
in the hearing record on the soil-bank bill. 

Trusting these data are satisfactory for your purposes, I am, 

Sincerely yours, A 

Orre M. REEp, ie 

Washington Representative, The Joint Committee of the National 
Creameries Association and the American Butter Institute. 
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Number of milk cows on farms, milk production per cow, and total milk 
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Year tore | numbers | @UCHon per cow | Production | poduction 
Jan, 1 (1940= = ~~, (1940= Lease (1940= 
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(‘ | 100) I 100) | I 100) 

Ss ae 
Se eee ‘ 24, 940 | 100 | 4, 622 | 100 109, 412 100 
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1948 scone’ 24,615 | 99 5, 044 | 109 112, 671 103 
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1950 aaa 23, 852 | 96 | 5, 314 | 115 | 116, 602 107 
1951__. abate 23, 722 95 | 5, 313 | 115 | 114,841 105 
1952 pou 23, 369 | 94 | 5, 328 115 | 115,197 105 
1953 axa -| 24, 094 | 97 | 5, 447 118 | 121, 219 111 
eS x 24, 675 | 99 5, 500 119 | 123, 796 113 
1955 24, 408 | 98 () (‘) 124, 500 114 











1 Not yet available. 






Source: Reports of the Agricultural Marketing Service, U. 8. Department of Agriculture. 


Senator Arken. That accounts for the increased production, the 
quality improvement of the cows. Are still increasing consumption 
faster, a little, than we are production. 

In the Boston market there has not been a month for 19 months now 
that the consumption has not been at least 2 percent higher than it was 
the corresponding months the year before. It is because the dairy 
people themselves are selling milk. 

Mr. Reep. Yes. 

Senator Arken. They are selling a lot of it. 

The Cratrman. And increased population. 

Mr. Reep. Yes, increased population and techniques of the fluid 
milk marketing have increased vastly. 
















tics 


40 


the 
40, 
re 


ve 
at 


rd 
on 
ly 


4. 
od 














PRICE-SUPPORT PROGRAM 3757 


Senator A1xeN. The per capita increase has gone from 669 in 1953 
to 710 pounds last year. That is almost 314 billion pounds right there. 

The Cuamrman. All right. 

Mr. Reep. I think, gentlemen, that just about concludes my 
testimony. 

The Cuatrman. Any further questions? 

Senator ScHorrren. No questions. 

Senator Tuyr. No questions. 

The CuamMan. All right, Mr. Brightman. 

Will you give your name in full for the record and your occupation. 


STATEMENT OF M. H. BRIGHTMAN, EXECUTIVE SECRETARY, 
DAIRY INDUSTRY COMMITTEE 


Mr. BrigutTMan. My name is M. H. Brightman and I am the execu- 
tive secretary of the Dairy Industry Committee with offices in the 
Barr Building in Washington, D. C. 

The Dairy Industry Committee is composed of official representa- 
tives of: American Butter Institute, National Cheese Institute, Na- 
tional Creameries Association, American Dry Milk Institute, Evapo- 
rated Milk Association, International Association of Ice Cream 
Manufacturers, Milk Industry Foundation. 

The members of these national-dairy associations are primarily 
engaged in processing, manufacturing and distributing milk and dairy 
products and are located in every State. 

Our interest in the economic well-being of the dairy industry is as 
profound as those who produce the milk from which the great variety 
of dairy products are made. We are the agencies that process and 
sell this great variety of dairy products to the American housewife 
and to a small degree to purchasers outside of this country. 

On November 22 Senator Ellender wrote to us, as well as severajl 
other organizations whose interest is in the agricultural field, for our 
views on several matters. 

We have met and considered the various items and deem it best that 
we present our views only on those items dealing directly with the 
dairy industry. We feel that those items of a general agricultural 
nature or those that are most applicable to specific commodities can 
best be handled by other organizations. 

These are our views relative to the dairy situation: 

1. Surplus disposal : 

(a) We recommend that Public Law 480 be extended beyond the 
present expiration date, which, I believe, is June 1957. 

(6) We commend the United States Department of Agriculture for 
their efforts in disposing of surplus dairy products at home and 
abroad, and believe that these efforts deserve the support of all the 
departments of the executive branch of the Government. 

The CCC as such was not set up or was intended to be a sellin 
organization, but during the past 2 or 3 years they have develuged 
quite a selling organization which has assisted materially in dispos- 
ing of great quantities of products outside of this country. 

(c) We urge that the USDA and the dairy industry further de- 
velop sales of dairy products under title I of Public Law 480. While 
progress has been made, we believe that it is possible to develop greater 
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sales of surplus agricultural products by the Commodity Credit Cor- 
poration on the world market at competitive prices. 

(d) We also urge that recognition be given to the sales efforts of all 
segments of the dairy industry which are increasing consumption, in- 
cluding the revised and added sales and advertising programs of the 
American Dairy Association, the National Dairy Council, and State 
councils, and other producer-financed groups. 

I believe our industry has really become sales minded, all the way 
from the producer groups to the handlers of all types of commodities. 
This past week, as a matter of fact day before yesterday, we had our 
annual meeting and some of the key people we would like to have 
seen with us were unable to be there because their own organizations 
were holding sales meetings to really get out -_ sell these products. 

‘Those meetings in many cases extended : 4, 5 days, whatever was 
necessary in order to innoculate in the minds of all their people we 
had a selling job to do. 

(e) We reiterate the position taken in our appearance before this 
committee in March 1954, that at such time as surpluses are a prob- 
lem, which we don’t believe they are right at the moment, we would 
recommend that the enactment of short-term legislation to authorize 
the Secretary of Agriculture to carry out disposal programs not only 
to liquidate existing inventories, but also to dispose of the excess of in- 
ventory immediately in prospect. This has been referred to as a 
“purchase-and-immediate resale” program. 

That is found in the records of the hearings before this committee 
of March 1954. 

2. Soil fertility bank: If the Congress considers any so-called soil 
fertility bank, a provision should be included, as Mr. Reed has testi- 
fied, that land so set aside i is not diverted to pastureland or to produce 
feed which would tend to increase livestock production and therefore 
make more acute the livestock and livestock products surplus problem. 

Senator Youne. That is easier said than done, to keep this increased 
feed from being used. 

For example, in the western part of my State it is pretty much 
open-range country. In the wintertime stock was run pretty much 
over the country. That grass there preserves very well, in place of 
the native grass. They graze their cattle all winter. I think there is a 
way around it. 

For example, in our part of the country, you can plant sweetclover 
and it is a good soil builder, and after the leaves axop off, early sum- 
mer, it is no good for feed any more, and it does make a ’ good cover 
for wildlife. That is one of the crops that you can produce in our 
area that you would not have to worry about being used a couple of 
weeks after it was right. 

Mr. Bricutman, I realize that. I think it would vary from region 
to region. There will be different problems in different sections. 
We feel that this is largely a producer problem in the soil fertility 
bank. 

We do want to see adequate safeguards so we won’t increase the 
overall surplus problem so far as dairy production is concerned. 
Just what steps should be taken, I cannot state. 

Senator Youne. A proposal was made to me recently which has a 
little merit. In these semiarid areas you never know when you will 
have a drought period. A county agent suggested that we permit 
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the farmers to put in a year’s supply or part of a supply, in trench 
silos of corn. It would take 40 to 50, as much as 70 acres, to fill a 
big trench silo. That would lend a lot of stability to agriculture in 
areas such as that. 

The Cuarrman. You mean grass? 

Senator Arken. Of grass or corn ? 

Senator Youne. Grass or things like that. It would not be too 
hard to watch. Once you had it in the silo there would be the tempta- 
tion to use it, of course, but if something like that were possible to 
work out it would lend a lot of stability to that. 

Mr. Bricntman. My personal viewpoint would be that some flex- 
ibility should be permitted, some discretionary authority on the part 
of the Secretary, that if we had drought conditions prevailing so 
that we had to call on some of that acreage, that some provisions 
should be granted under certain conditions. 

I don’t know what they should be. But I believe enough capable 
people in the country could set up the conditions for the particular 
areas or regions. 

Senator ScHorrren. Right along that line, what Senator Young 
has suggested, if this committee and the members will recall, some 
of us advocated—certainly I did 2 years ago and last year again— 
that on some of these programs in these semiarid areas, or in the high 
upland areas, where the good farmer and even the good cattleman 
laid in a supply of feed and roughage, that he either stacked up or 
piled up, because the good rancher and the good farmer, in those 
areas recognized that if he did not have practically a year’s supply 
ahead—we have had 2 and sometimes going on to 3 short feed supply 
years and we have to be very careful in those areas we do not mitigate 
against the historical approach to this thing. 

I think that is the thing that Senator Young is pointed out. That 
is the thing that I certainly want to be very zealous in guarding 
against, just completely disrupting, because it is a normal practice 
in those areas. 

If we restricted these acreage, or it was to be taken away from them 
so completely, they will be at the mercy of the elements, and we are 
doing an irreparable injury to those people that have historically 
followed that pattern in those areas. 

The Cuarmman. You might restrict the use of it, not permit the 
piling up of it as he says there. 

Mr. Brightman. Purely discretionary. 

Senator Arken. I think, Mr. Chairman, that the bill as proposed 
by the Department makes provision for that condition. It is pretty 
broad. I do not know how you can tighten it up and make a national 
program of it because you have got a thousand different conditions 
when you go from coast to coast. 

Mr. Bricutman. To fit the local area. 

Senator ArkeN. You have to have some discretionary powers, and 
I think that is provided for in the bill. We might even, it we include 
that, state our own position in the report that we get out which 
would cover the situation that Senator Young speaks of. 

Certainly a man does not want to be penalized for being thrifty and 
looking ahead. | 

Senator Youne. We have some very able ASC committeemen in 
these areas and you can depend on them for a lot of good advice. 
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Mr. Bricurman. I agree. 

The Cuarrman. Proceed. 

Mr. Bricurman. 3. Price supports: Inasmuch as there is in proc- 
ess the working out of the details of dairy surplus disposal plans by 
all agencies concerned, we urge tthe continuance of price supports for 
milk and butterfat at not less than present levels for at least the coming 
marketing year. 

4. Mar keting quotas: We are opposed to marketing or production 
quotas in any form in the dairy industry. We believe them to be un- 
workable and uneconomic. 

5. School-lunch program: Tremendous contributions have been 
made by the school-lunch program, not only to the nutritional levels 
of the school children benefiting from their operation, but to the entire 
economy and we urge that this program be expanded in scope. 

As long as a surplus of dairy products exists, we support an exten- 
sion of the time limit and an increase in the supplemental appropria- 
tions for the special school milk prgoram for the purchase of fluid milk 
and other non-price-supported dairy products suitable for prepara- 
tion and use in the special milk program. 

Senator Arken. Do you know how many States are out of school 
milk money now? ? 

Mr. Bricutman. The only ones I have heard talked of as being out 
of funds has been Wisconsin. I have not followed it too closely, 
but—— 

Senator A1rken. My understanding is that Maryland is out of money 
now. Massachusetts told me they would be out this month. Wis- 
consin and West Virginia will be out within a month they say, and 
about 4 or 5 other States sometime before long. 

Maryland and Massachusetts are the ones that are virtually out this 
minute. 

Mr. Brieurman. I understood there were several that were in just 
about that position. 

Senator Arken. In fact, Massachusetts told me that it would re- 
quire a million dollars to carry them through this school year. You 
see, last year they did not doso much. They did not get set up. 

This year pretty nearly every school in the State went into the 
school milk program, and they are going to run a million dollars 
short. ‘They said they would be out before the end of this month. 

The Cuatrman. What is the basis of contribution by the State in 
relation to what the Federal Government gives, do you know ¢ 

Mr. Brieutman. On the special school milk program that is purely 
Federal. The regular school milk program, that comes out of a direct 
appropriation, of which the State participates in the total school-lunch 
program. 

Senator Arken. They did not get it set up very good last year. 

Mr. Bricurman. That is right. 

Senator Arxen. This year they have it so all of the schools that 
want to can participate. Last year those that had been participating 
were penalized by the regulations set up and oor did not like it very 
well because they had been cooperating all of the time. 

Mr. Bricutman. One of the big difficulties was that many of the 


areas did not have even the physical facilities to set it up. The sec- 
ond thing was many were questioning how long this might be avail- 
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able as to whether they should go to a vast expenditure of funds to 
vet in the operation. Many of those have been clarified. 
"Senator AIKEN. I would not want to be the one to try to take it 
away now. ' 

Mr. Bricutman. I would not either. 

The Cuatrman. Proceed. ; 

Senator ArKken. Or any part of the school-lunch program, which 
Senator Ellender originally proposed years ago. 

The CuatmrMan. Yes, Sir. : 3 

Mr. Brigutman. We also recommend that such special milk pro- 
cram be extended to cover all nonprofit schools. 
~ We have had called to our attention, and I believe it has been called 
to the attention of the Department of Agriculture, that there are quite 
a few colleges, which I believe could be considered schools, that have 
regular dining commons, that are wondering why they could not 
participate. It was mentioned in one of our large dairy producing 
States that some of the small colleges, some of the old-line colleges, 
were having great difficulty in keeping going; that they claimed they 
didn’t have enough money to serve butter and a few other dairy items. 

That might be worthy of consideration as to whether it could not 
be extended beyond the high schools, under certain restrictions to 
take care of it. 

Senator Tuysr. I have asked that Mr. Harker of the staff look up 
and see what might possibly be needed in expanding the act so as to 
permit that to be done. I do not know whether it is just an admin- 
istrative decision or whether the law has to be amended. 

Mr. BrigurmaN, I believe the laws says high school or under; 
elementary schools up to high schools, the way I understand it. 

Senator Tuyr. Anyway, if it is a need here, to amend the act, I 
think we might well give 1t consideration because some of the colleges, 
or those schools that might well now disqualify under the act could 
reasonably be considered as coming under the school lunch programs. 

Mr. Briecurman. 6. Brucellosis eradication program: We urge 
that sufficient funds be provided to complete the brucellosis eradica- 
tion program. 

7. Dairy products used by Armed Forces: We believe that the maxi- 
mum consumption of milk and dairy products by the Armed Forces 
and veterans’ hospitals should be encouraged. 

[ can assure the members of this committee that the dairy produc- 
ing and distributing industry, which I represent, is making a maxi- 
mum effort to dispose of every pound of dairy products produced. 

I thank you for the opportunity of appearing before you. 

If we go over the sales programs of all of the organizations at the 
present time, I think it is showing up in the consumption figures we 
have stopped the downward trend of consumption, which occurred 
about 3 years ago, and since that time we have increased from 1955 or 
iy SEPERELRaRaED 11 pounds per capita consumption, from 699 
o (10. 

_ We feel that the combined efforts of the American Dairy Associa- 
tion with their national television programs which strike a popular 
cord, the National Dairy Council working through the various pro- 
fessional organizations, the industry itself, both from the producer 
standpoint and the handler standpoint, the advertising that is being 
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put out at the present time, estimated from the handler standpoint 
alone, is somewhat between 50 and 100 million dollars a year and is 
beginning to show results. It is agreed if we can stay on the present 
program long enough and continue on the same basis, we can continue 
to keep this trend of upward consumption which is now taking place. 

I thank you for the opportunity of appearing before you. 

The CHatrman. Any further questions? 

Senator Ture. There is just one question on quality. All of the 
organizations and producer groups have intensified their quality 
programs. 

Mr. Brigurman. Yes. 

Senator Tuyr. And there are new techniques developed to take feed 
flavors, grass such as the change in pastures—you go from one pasture 
to another and you can often times get a change in the flavor of the 
milk, and the same is true with the change from one silo, type of silo 
to another. That would often times cause some problems and some 
complaint to the producer group from the consumer that there were 
strong flavors. 

They have developed a technique that takes that flavor off the milk, 
that may have been unpleasant and thereby you are getting and ob- 
taining a greater consumer acceptance of the fluid milk and a wider 
use of it. 

Mr. BriguTmMan. With the technological changes that are taking 
place at the present time, off flavor will be something of the past, and 
the product will be uniform. 

We have had difficulties in some areas but that is being handled 
better each year. 

Senator Tuyr. Definitely. 

Mr. Bricgurman. It is a very, very short time that I think we can 
forget about that overflavor. 

Senator Ture. It will greatly increase the amount of fluid milk 
consumption by the adult because of the fact that they used to com- 
plain about flavors in different seasons of the year. 

Mr. BrieutMan. There is no question about that. 

Senator Youna. I used to quit drinking milk, myself, in the summer 
when the cows got the wild onions. 

Mr. BricotTmMan. You are in wild onion country. 

Senator Arken. Every spring we all stopped drinking milk for a 
few weeks. 

The Cuatrman. At this point, I wish to file for the record a state- 
ment submitted by Clyde N. Rogers and Margaret S. Brugler, di- 
rectors, Town and Country Department, Ohio Council of Churches, 
Columbus, Ohio. 

(The statement from the organization is as follows :) 


A STATEMENT ON AMERICAN ABUNDANCE AND WORLD NEED 


God has blessed the United States of America with abundance. A vast endow- 
ment of natural resources, brilliant achievements in science and technology, a 
free society, and a dynamic economy have united to bring us to heights of ma- 
terial productivity never before known to mankind. Both our natural resources 
and our human skills of hand and brain are the gifts of God. We are His crea- 
tures and stewards in His vineyard. 

The abundance which is ours and the potential productivity within our grasp 
are at once blessings to be enjoyed and a trust to be administered in the name 
of God and in the service of mankind. 
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It is contrary to the will of God that islands of prosperity should persist 
amid oceans of poverty, hunger, and distress. Bread for myself is a material 
concern; bread for my brother is a spiritual concern. 

In a moral universe, the continued prosperity of one nation can only be justi- 
fied by its faithful and courageous efforts to make comparable abundance avail- 
able to all nations. 

These basic ethical considerations point toward certain goals which should 
be firm guides to national policies and programs. In the domestic sphere, the 
appropriate goals are an expanding peacetime economy and equitable distribu- 
tion of the national product. These goals are fundamental because as a nation 
we cannot share what we do not possess. 

In the international sphere, America’s goal should be greatly expanded shar- 
ing of our material abundance, our technical skills, and the dynamic spirit of 
a free society. This goal must be pursued in a genuine spirit of international 
friendship and good will. Although our efforts should always be dedicated to 
the advancement of free institutions and opposed to any form of totalitarianism, 
we must avoid making our participation contingent upon political conformity 
or subservience on the part of other nations. 

We pledge ourselves, and we call upon our national leaders, both in the social 
sciences and in the practical realms of business, labor, agriculture, and politics, 
to work together for the following specific policies and programs: 

1. National economic policies designed to achieve and maintain full employ- 
ment with full and efficient production both in industry and agriculture. With 
growing population, increasing labor force, and mounting productivity this means 
not a level, but an annually rising gross national product. 

2. Industrial wage and agricultural price policies which will produce a just 
and equitable distribution of consumer purchasing power throughout the econ- 
omy. 

8. Food and nutrition programs which will assure adequate and healthful diets 
for all Americans and for as many as can be reached and served abroad. 

4. Expanded programs of technical assistance in the fundamental work of 
world economic and social development. 

5. International trade and monetary policies designed to facilitate and expand 
the international flow of goods and services. Appropriate public aid should be 
provided to agricultural and industrial enterprises facing adjustments as trade 
barriers are progressively removed. 

6. Foreign economic-aid programs geared to meet situations of emergency 
and longtime human need. For this purpose both the offices of Government 
and of the voluntary and religious agencies should be used. 

In order to minimize suspicions of nationalistic or imperialistic motivation on 
the part of the United States, to reduce international tension and to promote 
world peace, we believe the following three principles should be observed in 
all programs of foreign trade, aid, and technical assistance : 

(a) Complete separation of United States economic and technical aid from 
programs of military aid. 

(b) Full ultilization of private and nongovernmental agencies in trade, aid, 
and technical assistance programs. 

(c) Maximum utilization of the United Nations and the specialized agencies 
associated with it. 

In the last analysis, American policies and programs are determined by the 
will of the people. This is the glory of our free and democratic society. There- 
fore, our ultimate appeal is to the people of America. We call upon all Amer- 
cans of moral idealism and righteous conviction to join us and their neighbors 
in an all-out crusade to employ the God-given abundance of America in an ex- 
panded program of world development, human progress, and international peace. 

“And they shall beat their swords into plowshares and their spears into pruning 
hooks; nation shall not lift up sword against nation, neither shall they learn 
war any more; but they shall sit, every man under his vine and under his fig tree 
and none shall make them afraid” (Micah 4: 3-4). 


Some HEtps ror IMPLEMENTING STATEMENT ON “AMERICAN ABUNDANCE AND WORLD 


A farm program developed as a part of United States policy should be built 
on the principles set forth in the statement entitled “American Abundance and 
World Need,” issued in the spring of 1955, by 88 Catholic, Jewish and Protestant 
churchmen. (See statement) 
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FOREIGN TRADE POLICIES WHICH SHOULD BE DEVELOPED TO THE FULLEST IN ACCORDANCE 
WITH PRINCIPLES OF “AMERICAN ABUNDANCE AND WORLD NEED” STATEMENT 


(a) Use of agricultural products abroad 

1. For dollars in the world market. 

2. For currencies of other nations that can be turned into dollars. 

3. For currencies of other nations to be used instead of dollars in said country 
for technical assistance programs, including partial payment for native work- 
ers’ salaries. 

4. Direct trade for those products needed in our industrial economy. If nec- 
essary, use on a preferential basis since agriculture is basic in our entire 
economy. 

5. In developing trade even though the products must be resold on the world 
market several times in order to get the products which the United States needs. 
Use private trading corporations if possible. If necessary, set up an independent 
corporation for handling such trade on a contract basis. 

6. Continuous research programs in wider use of agricultural products in the 
world market. 

7. It is recognized that there needs to be careful overall planning of all types of 
aid programs including military, but should adhere to the plan of separation of 
administration under the basic principles as set forth in “American Abundance 
and World Need.” 

8. As a part of all technical assistance and relief programs that relate to food, 
there should be a planned educational program in the best use of these foods, 
which not only meet immediate hunger needs, but to develop future markets for 
agricultural products. 


(b) United States surplus food stocks evaluation 


1. An evaluation of all present surplus foods should be made. All badly dam- 
aged and spoiled foods should be disposed of in ways that will be best for the 
country. This procedure will cut down storage costs and also give a more real- 
istic picture of our assets of food in storage. 


(c) Commendation for release of food 


1. We commend the Congress of the United States for passing the Agricultural 
Trade and Assistance Act of 1954. We would express special appreciation to 
those congressional leaders who helped not only in the passing of the act but 
in giving leadership for making food products available 1a accordance with the 
spirit of the law. 

2. We commend the Secretary of Agriculture for recently making available 
as large quantities of all surplus foods as can be utilized by the vountary agencies. 
(d) Set-aside of food 

1. In order to guarantee that we will always have adequate supplies of food 
on hand, we would recommend that there be at least $3 billion worth of basic 
foods taken off the market as a national resource. Food placed in this “set-aside” 
should be used in an orderly manner as a part of our assistance program at 
home and abroad. Care should be taken that stocks be used fast enough to 
guarantee fresh stocks at all times. Only food in good condition should be 
released for human consumption. Full utilization of the various channels of 
aid should be developed through government to government, government to 
voluntary agencies, and people to people. Additional food and fiber should be 
placed in the “‘set-aside” as it is used in assistance programs. 

2. At the earliest possible date top Catholic, Jewish, Protestant and other 
voluntary agency leadership of the world should be called together to make plans 
to greatly enlarge the use of this set-aside of food in the hunger areas of the 
world as an instrument of brotherhood and peace. It is to the credit of these 
agencies that they have shown, even under difficult conditions, that they can 
do a credible job in distributing the food. 


(e) Study of food relief programs 

1. In order to do a more adequate job, a study should be made immediately 
by some qualified agency of ali overseas relief programs to discover the prin- 
ciples and techniques which are best in administering and developing various 
types of programs under differing conditions. 

Submitted by the Town and Country Department, Ohio Council of Churches, 


35 West Gay Street, Columbus 15, Ohio, Directors: Clyde N. Rogers, Margaret 
S. Brugler. 
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The Cuamman. The next witness is Mr. H. J. Hughes, 


STATEMENT OF HON. CARL T. CURTIS, A UNITED STATES SENATOR 
FROM THE STATE OF NEBRASKA 


Senator Curtis. I have yee before the committee this morning 
to eee a farmer from Nebraska, Mr. Hubert Hughes of 
“ial, Nebr. ( 

vo Hughes is Chairman of the Commodity Credit Advisory Board, 
at the present time. He is vice president of the National Association 
of Wheat Growers; he is a member of the Nebraska Wheat 
Commission. 

In the fall of 1955, he attended the conference in Geneva concerning 
the renewal of the International Wheat Agreement, in the capacity 
of an adviser representing the United States. _ y 

I have known Mr. Hughes a long time. He is a man of integrity, 
a successful farmer, and has given a great deal of time and attention 
to farm legislation, particularly relating to wheat. 

Senator Youne. I know him myself. 

The Cuamrman. Thnk you, Senator Curtis. Would you sit with 
us, if you have time? 

Senator Curtis. I thank you so much. 

The Cuamman. All right. 

Mr. Hughes, you may proceed. 


STATEMENT OF HERBERT J. HUGHES, VICE PRESIDENT AND 
CHAIRMAN OF THE FARM PROGRAM COMMITTEE, NATIONAL 
ASSOCIATION OF WHEAT GROWERS, IMPERIAL, NEBR. 


Mr. Huenes. Mr. Chairman and members of the committee, my 
name is Herbert J. Hughes, my home is at Imperial, Nebr., and I 
make my living producing wheat. 

I appreciate the opportunity to visit with you today abeut the 
problems of the wheat pooner and I am sure you recognize the 


seriousness of those problems. 

To a large extent, wheat illustrates many of the difficulties which 
confront producers of all the so-called export crops. It involves 
problems of price, acreage allotments, marketing quotas, storage, sur- 
plus disposal, foreign trade, market expansion, subsidies, and most 
important of all, the welfare of a great many farm families and large 
segments of our agricultural communities. 

These problems are not the problems of farmers alone. They are 
also important to the vast grain and food trade upon which farmers 
necessarily must rely to get their crops marketed and consumed. 

The kind of programs employed in agriculture very often interfere 
with an effective job of marketing. We cannot afford te fail to look 
at all sides of the problem if we are to be successful in our search for 
effective solutions. 

These problems are and, of course, should be of teal concern to our 
Government, if for no other reason than that it is currently the largest 
buyer, seller, and owner of wheat in the world. 

In suggesting that the problem of wheat should be of concern to out 
Government as well as to wheatgrowers, I do not wish to infer that 

64440—56—pt. 8—31 





3766 PRICE-SUPPORT PROGRAM 


wheat farmers should look to Government to solve all their problems. 
All I mean to indicate is that all of us, including Government, have 
the responsibility of attempting to solve these problems together. 

I would like to say that just recently on the 4th and 5th of Janu- 
ary the Secretary of Agriculture invited a number of wheat producers 
and members of the wheat trade, to meet with he and members of his 
policy staff, to discuss these particular problems relating to wheat. 

The group unanimously recommended an approach to the solution 
of these problems which is contained in my statement. I just want 
to say briefly that I am deeply disappointed that in the legislation that 
has been sent over to the committee, no recognition of those recom- 
mendations has been made. 

The Cuatrman. When did that group appear? 

Mr. Hvuenes. January 4 and 5. This committee met with the Sec- 
retary and members of the staff at the Department. 

The CHairman. Did you get any encouragement from him as to 
the proposal you are now presenting ¢ 

Mr. Hueues. They said, the Secretary stated his mind was open on 
this particular point, and that certainly it deserved full consideration. 

The Cuarrman. Proceed. 

Senator Arken. You understand that the President’s Advisory 
Commission on Agriculture differed with your Wheat Advisory 
Committee ? 

Mr. Hueues. They did not tell us. So far we have not been in- 
formed of the findings of the Commission. They have not been made 
public. 

Senator Arxen. I have heard it said but I do not know; that is why 
I asked you. 

Senator Youna. Your committee was unanimous, you say ? 

Mr. Hugues. Yes. There were 13 wheatgrowers representing, | 
believe, 8 States, and 2 members of the trade, 1 from Kansas City, and 
the president of the Grain Trade Council, Mr. Farrington, from 
Minneapolis. 

Senator Arken. Was Pennsylvania, New York, and Ohio repre- 
sented on that? 

Mr. Hueues. From where? 

Senator Arken. Pennsylvania, New York, and Ohio? 

Mr. Hueuers. No, it was mostly the Midwest, Illinois, and then most 
of the rest of the States were west of the Missouri River. 

Senator ArkeN. But Oregon and Washington were represented / 

Mr. Hueurs. Yes, they were represented ; Nebraska, Kansas, North 
Dakota. I just don’t recall now, Colorado. I think there were 7 or 
8 States represented among the growers. 

The Cuatrman. Proceed. 

Mr. Huenes. Our attitude will necessarily have much to do with our 
success in finding appropriate solutions. If we can approach the 
problem with an open mind and abandon thoughts of personal or 
political advantage—if we are bold enough to dare to put new ideas to 
use, we have the right to hope for success. 

But if we hold fast to out-of-date programs which no longer fit 
present-day conditions or which have been proven inadequate, or 
if we continue to attempt to apply blindly a single program to the 
problems of every commodity, whether it fits or not, wheat farmers 
are likely to be in for some even more difficult experiences. 
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I shall not review the circumstances that have led up to this point. 
We as wheatgrowers have little interest in the debate over which 
party’s past policies are responsible for our current situation, and 
1 am sure you are very familiar with all of our past farm program 
provisions of whatever origin.. 

We are interested now only in what is to be done about our present 
serious low-income situation. As members of this committee, you 
will have a large share in determining that policy. 

There are some who will tell you that flexible price ere will 
solve this problem—that all you have to do is wait. We wheatgrow- 
ers have no faith in this solution for wheat. 

Actually, there will be little flexibility under such a program. But 
for the 8214 percent minimum level of support established by law 
for 1955, the flexible support program for wheat means nothing but 
a straight drop to rigid 75. 

With a 75-percent price-support level for wheat nothing will have 
been accomplished except to further reduce farmer’s income from 
wheat, and bring about some saving in the amount of export subsidy. 
Consumption wil] not be increased. New markets will not be opened. 

And it will be necessary to keep in effect all the controls which are 
now in operation. Every complaint that has been made against the 
90 percent rigid level of support can be made with equal validity 
against the flexible price-support program when applied to wheat. 

So long as we pursue the policy of fixing prices as we do under the 
present wheat-support program, we will be caught on the horns of 
dilemma. We will either have to fix prices so high as to price wheat 
out of many of its natural markets and make the Government itself 
the principal market, or we will have to fix prices low enough to 
permit entry of wheat into the markets of the world. 

If the latter course is followed, wheat farmers would be compelled 
to sacrifice a fair return on that portion of the crop which is sold 
domestically for food in order to have access to the world market. 

We believe that the only sound program for wheat is one which 
will return to wheatgrowers their historic right to compete fairly 
in the markets of the world without export subsidies paid out of tax 
funds and without having to sacrifice a fair return on that large 
portion of the wheat which is consumed domestically for food. 

The only effective means that we know of to accomplish that ob- 
jective is the domestic parity plan. This program has frequently 
een referred to as the two-price plan. 

But the term “two price” is a misnomer. The reference to it as a 
two-price plan actually has been the cause of some misunderstanding. 
It has resulted in the domestic parity plan being confused with prior 
proposals, It is a misnomer because under the domestic parity plan 
there are not two prices. 

All wheat will be sold freely in the market at the going market 
pene The prices will be established freely by competition and not 
»y Government edict. 

Bills have been introduced in the Senate covering this program 
and are available to you so I shall proceed to discuss other proposals 
which have been made for the solution of our problem and compare . 
their possibilities with the domestic parity program. 

It seems to me any proposal should be measured by about six ques- 
tions. They are: 
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. Is it calculated to give greater or less income to the farmer ? 

. Does it make it easier or more difficult to enter world markets? 
Does it make it easier or more difficult to enter the feed market? 
Does it encourage more or less Government control ? 

. Does it hinder or help buyers of wheat to buy what they want 

and to reflect quality differentials? 

6. Does it call for more or less appropriations from Congress? 

The Administration has recommended some changes in the wheat 
program and 

The CuamrMan. May I interrupt you? As I understand your pro- 
posal, there will be no curtailment of wheat acreage, but all of the 
wheat that will be produced by the farmers will be sold at whatever 
the market is, both on the domestic as well as the foreign market. 

You propose that the amount of wheat that is sold on the domestic 
market the Government will make the difference between what it 
sells for and a certain fixed price. Am I correct in that? 

Mr. Hugues. Senator, you are erring in a point or two. We would 
like to see the program operate in the way that you describe it as far 
as not having any restrictions on acreage, but we realize that with 
the tremendous supplies now in the hands of the Government, and 
the possible production we cannot hope for that. 

So we have provided in the act that the Secretary shall have the 
discretionary authority to require compliance with acreage allotments 
at all times that it is necessary. 

The Cuarman. What is the inducement, that you get a better price 
for that which is consumed domestically ? 

Mr. Hvuenes. The bill also provides that the loan rate may be es- 
tablished at a low level, low enough to prevent undue competition 
with other feed grains so you would not disrupt the feed-grain market 
or undercut the row market. 

The Cuatrman. Would that be applicable to all of it? 

Mr. Hugues. All of it. There would be one loan rate. 

The Cuarrman. Is that loan rate left to the discretion of the 
Secretary ? 

Mr. Hueues. Yes, completely to the discretion of the Secretary. 

The Cuarrman. And the reason for that, I presume, is not to let 
the wheat market tumble too low / 

Mr. Huenes. That is right. 

The CuairmMan. What suggestions have you to make as to what 
that loan rate should be? What is the minimum ? 

Mr. Hueunes. In our thinking, I think it will take some experi- 
mentation on the part of the Secretary. 

In the past we have had one guide. Back in the thirties, starting 
in 1938, when we had our first wheat-support program, and for 6 
vears following that time up to, I believe, 1942, there was a variation 
between the loan rates for wheat and corn, ranging from 2 to 6 cents 
a bushel. 

And during that period of time, the amount of wheat that moved 
into feed varied from roughly 100 million bushels up to 148 million 
bushels. 

So with that as a guide, which is about the only guide he would 
have at the present time, he might establish a loan rate something like 
that. 
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Senator Arken. Let me ask you, would you ask to have the Secretary 
fix the rate for the feed wheat 

Mr. Hueues. For all wheat. 

Senator AIKEN (continuing). At a level—— 

Mr. Hueues. All wheat. 

Senator Arken. All wheat—higher than the loan rate for feed 
grains { 

Mr. Hvucues. Yes. 

Senator ArkeNn. Not higher than the market price of feed grains? 

Mr. Hucues. That is right. 

Senator Arken. But higher than the loan rate. That would be 
corn, $1.58—— 

Mr. Hueues. Of course, he would have the discretion. 

Senator ArkEN. You have sorghum and oats entering into the pic- 
ture there. Would they have to be reduced to equivalent values? 

Mr. Hueues. I think that that would be something he would have to 
determine. He would have to take all of those things into considera- 
tion as he somewhat does now in establishing support rates for those 
different things. 

Senator Arken. You say he would have to fix a support rate of $1.65 ; 
that would be 7 cents above the loan rate of corn? 

Mr. Hugues. Something like that. Of course, he would have full 
discretion to take all of these things into consideration. 

Senator Arken. Would all wheat growers wherever located have the 
same proportionate share of the domestic market? 

Mr. Hueues. You mean, what they got for the food ? 

Senator Aiken. Yes. The thing that bothers me is that the two- 


price system might freeze wheat growing in the eastern and southern 
States, because Pennsylvania can almost outvote Nebraska in number 
of growers, not quite, I guess ; Ohio, probably. 

Mr. Hugues. That would be probably true. aes, Senator, 


we have been unable up to the present time to do anything that would 
set allotments on any other basis. 

Senator Arken. But you say that Pennsylvania, Virginia, and the 
Carolinas would have their proportionate share of the domestic 
market—— 

Mr. Hueues. Yes. 

Senator Arken (continuing). Even though the millers used 80 per- 
cent Nebraska-type wheat to 20 percent of Pennsylvania-type bheat 
in making their flour? 

Mr. Hucues. Of course, we would like to see it differently, but we 
recognize that you are unable today to set the acreage allotments on 
any other basis. So I do not see how you could do it on this any 
better. 

Senator Arken. I think you could get a good share of the commer- 
cial growers out of the wheat market if they could produce for feed. 

Mr. Huenes. We are proposing that they can pm that. We are 
proposing that they can produce for feed. We are also proposing that 
if they do not desire to produce for feed, they can produce only the 
amount of the food quota. 

Senator Arken. I rather read in your statement that you seem to 
think that if they produced everything for feed, it would not solve 
the problem. I believe you asked that all wheat growers everywhere 
be permitted to produce in excess of normal allotments? 
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Mr. Hueues. Well, only if there was no reason to control the pro- 
duction, if supplies were in line with demand. 

Senator Arxen. I think Eastern wheat growers—and there is an 
awful lot of them now—who keep within their allotments and have 
a good wheat crop, turn it over to the Federal Government. But 
originally if they had planted a couple of acres more for feed, they 
would not be able to do that, except at a support level which would 
not pay them to do it. 

Mr. Huenes. Of course, under our program there would be no 

penalty. 
" Senator Arxen. This is problematical. I have heard it estimated 
that the feed wheat bill would take 100 million bushels out of the 
commercial wheat supply. I think that is rather high. But I have 
not had anything to go on. 

Mr. Hueues. I have studied it in some degree, Senator, and I just 
cannot see where we are going to move a lot of wheat into the feed 
market. There is nothing in the past, except during the wartime 
when it was subsidized and there was a scarcity of other feed grains, 
we did move a lot of it. 

Senator Arken. I think you are probably right. The poultrymen 
are not feeding the wheat they used to, I understand. 

Mr. Hueues. No. They would, I think, feed more wheat. 

The Cuatrman, Mr, Hughes, how does your proposal differ from 
the present law insofar as dstetininiag the number of acres that are 


to be planted by wheat farmers? 
Mr. Hugues. Nothing; no different under the present law. 
The CHatrman. In other words, it would be done by vote of the 


farmers, two-thirds of them, and include all farmers? You will not 
establish a commercial area ? 

Mr. Hucues. It would operate just exactly the way the present 
program operates, only that there would be no referendum on quotas, 
vecause there would not be any quotas. 

The Cuatrman. No what? 

Mr. Huenes. There would not be any marketing quotas under the 
domestic parity plan. 

The CHarmman. I see. 

Mr. Hucues. There would be acreage allotments. 

The CHatrman. Acreage allotments? 

Mr. Hueues. Yes. 

The CHarrman. Now, how would you determine the amount of 
wheat that each farmer would be entitled to sell and receive a better 
price for if it is consumed domestically ¢ 

Mr. Huceues. Now, you are thinking if we started this program 
next year, for example? 

The Cratrman. Yes. 

Mr. Huenes. All right. On a 160-acre farm, a man might have 
at the present time a 60-acre wheat allotment, and probably a norma! 
yield of 20 bushels. That would produce 1,200 bushels. Now, ap- 
proximately 55 percent of our current production is used for food. 
So he would receive a certificate for 55 percent of that 1,200 bushels, 
which he would be able to cash. 

oe CrarrMAN. So your base would be the estimated present allot- 
ment ! 

Mr. Hucues. The present allotment. 
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The Cuamman. Now, that applies to the commercial area. But 
now you are going to bring in quite a few, as Senator Aiken pointed 
out. from noncommercial areas. You do not think that will make 
much difference? 

Mr. Hucues. We would not have this program apply in the non- 
commercial areas. 

The Cuamman. Now, how would you proceed in paying the wheat- 
growers for that part of their crop which is domestically consumed, 
that is, for food and not for animal feed ? 

Mr. Huaues. The Secretary would estimate the average market 
price for the coming year, and he would have a guide in this loan rate 
that he would establish, you see. Then the difference between that 
and full parity would be the value of the certificate. And that would 
be paid by the millers when they milled this wheat into flour. They 
would buy these certificates in the amount that they processed to pro- 
vide the money to pay the grower. It would just be a revolving fund. 

The Cuamrman. These certificates would be issued by the Secretary 
of Agriculture 

Mr. Hucues. Yes. 

The CuairmMan (continuing). And given to the farmer as his share 
of wheat produced for that year, which would go into domestic con- 
sumption ¢ 

Mr. Huenes. Yes. 

The CuHarrman. And the miller would have to have that certifi- 
cate—— 

Mr. Hucues. No. Actually, the farmer would cash it at the ASC 
county office, and it would go back to the Commodity Credit, and 


they would buy from the Commodity Credit. 
The Cuarrman. Where would that money come from? 
Mr. Hueues. The millers would buy from the Commodity Credit, 
the certificate covering their oes For every bushel they proc- 
ac 


essed into flour, they would buy and place into the Commodity Credit 
revolving fund the money to pay for this. 

The Cuatrman. In other words, they would pay the 100 percent of 
parity price fixed by the Secretary in advance for that portion of the 
wheat that they used for domestic milling purposes ? 

Mr. Huenegs. Yes. 

The CHarrman. Now, what inhibition would you have in the bill 
to prevent the millers from utilizing other wheats? 

Mr. Hucues. Well, just the same as we do, I presume, for example, 
to see that — pay their income tax. Their books would have to be 
opened to see that they had purchased these certificates for the amount 
that they had bought. 

The CuarrmaNn. There would be no prohibition against their milling 
the common run of wheat? 

Mr. Hucues. Oh, they can buy wheat anywhere they want, any 
amount of wheat anywhere of any quality. There would be no re- 
strictions whatever on their buying wheat. They merely have to 
buy this 

The Cuairman. Would not that require quite a bit of administra- 
tive work and policing, in order to see to it that the millers, wherever 
located, did not violate the regulations and sell from their bins wheat 
on which they do not have a certificate ¢ 
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Mr. Hucues. Well, you see, the certificate does not follow the wheat 
at all. They move out and they buy in the market exactly as they 
do now. The millers do not enter into this at all until they are ready 
to sell the flour that they have milled from wheat. At the time they 
are ready to sell the flour, then they must buy from the Commodity 
Credit certificates covering the number of bushels which they have 
processed into that flour. It would just be merely a matter of check- 
ing their books maybe at the end of the year to see that they have 
bought that. 

The Cuarrman. You think it would be that easy ? 

Mr. Hueues. Yes. 

Senator Arken. May I give you a hypothetical example to illus- 
trate this point? I want to see if I got it straight. 

We will assume that the parity price for wheat is $2.10, and that 
part of the crop used on the domestic market would be entitled to the 
difference between what the producer got for his crop and $2.10; is 
that right? 

Mr. Huenes. Yes; what the Secretary estimated the average mar- 
ket price would be. 

Senator Arken. All right. Suppose the average market price was 
$1.70 and the parity price was $2.10. That means that each wheat- 
grower would get 40 cents a bushel additional for that part of his 
crop which is used domestically ? 

Mr. Hueues. That is right. 

Senator Arxen. All right. Now, we will say Senator Young is a 
pretty good wheatgrower, and he sold his wheat for $2.20 a bushel. 
; think he gets more than that, but actually we are taking that as a 

igure. 

Senator Youne. No; we do not. 

Senator Arxen. I do not know. 

Senator Youne. I would like to get that right now. 

Senator Arxen. That means that he would get 40 cents a bushel 
more, and he would get $2.60? 

Mr. Huenes. Right. 

Senator Arxen. Now, I see Herschel Newson in the back of the hall 
here. We will assume that he got a lot of garlic in his wheat and he 
ray it for $1.50. He would get 40 cents additional. So he would get 
$1.90? 

Mr. Hueues. Yes. 

Senator Arken. However, Senator Young would get the same per- 
centage of the domestic market as Mr. Newsom would; would he not! 

Mr. Hucues. Yes. 

Senator Arxen. And therefore he might get $2.60 for 75 percent of 
his crop—— 

The CHarrman. 55. 

Mr. Hvuenes. 55 is about the way it works out. 

Senator Arken. 55 percent. 

Mr. Hucnes. Yes. 

Senator Arxen. Well, I was thinking that he grew a lot of good 
wheat and that 75 percent of what he raised would be his 55-percent 
share. But he would have to sell a lot of his high-grade wheat. He 
would get a good price, I think, anyway. 

The Cxarrman, No; but he could not get it, though, because the 
millers—— 
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Senator A1KEN. It would go into the feed wheat? 

Mr. HucHes. Oh, no. I think you misunderstand the purpose of 
-ogram. 

haps millers will be free to go in and buy their wheat and pay 

premiums for quality, just as they do now. 

Senator ArKEN. That is right. 

Mr. Hvcues. In fact, they would be more encouraged to do it, be- 
cause as you lower this loan rate down to the point where it is feed 
value, more or less 

Senator Arken. But if a wheatgrower got the premium—we will 
say he got $2.30—and then the difference between the average sell- 
ing price and the parity price was another 50 cents a bushel, he would 
vet 50 cents on top of his premium; is that right? 
~ Mr. Hveues. That is right. He would get the advantage in that 
way. 

Senator Arken. Then the Indiana grower, if he sold his crop for 
$1.50, we will say, and got 50 cents additional, would not even be get- 
ting the parity price? 

Mr. Hueues. That is right. 

Senator Youne. Were you through, Senator Aiken ? 

Senator AIKEN. Yes. 

The Cuarrman. Senator Young. 

Senator Younc. A farmer who produced a good quality wheat 
would get a break in the open market and get a better price for the 
stuff he produced 

Mr. Hueues. That is right. 

Senator Youne (continuing). Whereas a producer of poorer qual- 
ity of wheat would get the same as a producer of good quality on 
that part that is used for human consumption. Payment on the cer- 
tificate would be the same whether he produced good wheat or poor 
wheat ? 

Mr. Hueues. That is right. 

Senator Youne. But it would provide a much greater incentive? 

Mr. Hucurs. Very much greater than we have provided in the 
market place, which is about the only place where you can get 
premium for quality. 

Senator Youne. Then the consumers of bread would be paying what 
is a fair price, or parity, for what they use? 

Mr. Hucues. Yes. 

Senator Youne. And there would not be any extra tax on bread, 
would there? 

Mr. Hugues. I cannot see how there could be. The bakers say 
that the flour is costing them as much today as it had at any time in 
history. They are actually paying the highest price for flour now 
they have ever paid. 

Senator Youne. Some of our wheat has been selling for as much as 
30 and 40 cents a bushel of premium in the last fall” The premiums 
have dropped down now. 

Mr. Hvueues. I was just going to say, mine have, too. In fact, they 
have been eliminated as of the middle of December. 

Senator Youne. Just one more question. 
Is Mr. George Mickleson of my State on your committee ? 
Mr. Hueues. Yes, He attended this meeting. 
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Senator Youne. He approved the plan here? 

Mr. Hueues. He had one reservation. He felt that he would go 
along with the idea, with the principle, but he felt that these domestic 
quotas should be based on the percentage of use. In other words, 
the spring wheat, if it all went into the food market, then they should 
get it on all their wheat. 

Senator Youne. He is looking after interests? 

Mr. Hueues. Yes. We sympathize with that, although my wheat, 
where I happen to live—I raise pont winter wheat—last year I 
got a premium of 25 cents a bushel over the support rate for every 
bit of my wheat. 

Senator Youne. Mr. Mickleson is a very good farmer, and he is vice 
president of the Farm Bureau. 

Mr. Hueuns. Yes. 

Senator Youne. He is a very good farmer. 

Mr. Hueues. However, we just recognize that when it comes to try- 
ing to legislate anything like that, on that basis you would have the 
same difficulty that you would have to try to set allotments on that 
basis. We cannot set allotments on that basis. So I do not see why 
we should try to do it on this. 

Now, there are other ways that that quality thing can be accented. 
I think personally that these growers, as you lower this loan rate 
in these areas where they are growing poor quality wheat, and they 
must get their price in the market place—we ay get some reduction 
of the production there. I just do not think they will continue to 
produce wheat for that low price. 

Senator Arken. Under your proposal, it would be possible for some 
wheatgrowers, we will say, to get a guaranty which would be well 


over parity, 100 percent, and probably others who never could achieve 
parity ; is that correct? 

Mr. Hueues. That is right. But the ones that were getting the 
overparity would be because they were producing quality, and they 
were getting it in the market place. 

Senator Arken. If you take a few tase ago, Kansas, which nor- 


mally produces high grade wheat, pro 

Mr. Huceues. Yes. 

Senator Arken. What would happen to that? They would just 
have to sell it on the open market ? 

Mr. Hueues. That is right. They would get the loan rate, which 
would be based on pretty much the feed value of the wheat. They 
would not get any premium. 

Senator Arken. Would it be possible for western Kansas to get 
one price and eastern Kansas another price? 

Mr. Hueues. That is true today. 

Senator Arken. Would the effect of this generally be to give Ne- 
braska, the Dakotas, Montana, and western Minnesota a premium 
for their grain which might not be received by Indiana and Penn- 
sylvania? 

Mr. Huenes. Yes. 

Senator Arken. Where would the Pacific States of Washington, 
Oregon, and Idaho fit into this? 

Mr. Hugues. A big percentage of their—they would either have to 
change their varieties and produce wheats of a better milling quality, 


uced a lot of 51-pound wheat. 
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or else they would have to take a considerably lower price, because 
their wheat is not good milling wheat, most of it. 

The Cuamman. The hearings developed there that they wanted 
a two-price system ack a 

Mr. Hueues. Yes. They are perfectly willing. They think it will 
encourage that change. 

The Cuatrman (continuing). So that they can dispose of their 
excess abroad ? 

Mr. Huenes. Yes. And also they are selling for poultry feed. 

Senator A1rxen. They used to raise it for feed primarily out there. 

Mr. Hucues. Yes. We have had a big increase in poultry produc- 
tion, as you folks know. It seems unfair that the wheatgrower is shut 
out of that increased market, because of factors beyond his control, 
and it is a good poultry feed. Much of it would move into poultry 
feed if it were available. 

Senator Arken. It is conceivable, then, that a considerable part of 
the area of the country that is growing wheat now would not do so 
well under the multiple-price system as they do under the present 
program of supports. 

Mr. Hueues. I think that is right. I think that is the way we should 
go. We should encourage the production of this wheat in the most 
economical areas. 

Senator ArkEN. I was considering the problem in terms of votes, 
Mr. Hughes. More States would get less money than would get more. 
That is really a practical matter around here. 

Mr. Hueues. I know it is, but if we are ever going to straighten out 
this mess we are in, we have to think in terms of encouraging the pro- 
duction where it is economically sound to do it and where they can 
produce quality. 

Senator Scnorpret. Mr. Hughes, I would like to ask you, do you 
envision that under our plan you would make no change in the 
minimum acreage, for instance, in about, say, 15 acres? 

Mr. Huenes. Well, there would be an acreage allotment, and if 
they did have an acreage allotment, they could plant wheat, but the 
would not be eligible for any certificate or any payment on this 
domestic part of the food market. 

Senator Scuorrret. I want to get this strictly on the record. That 
is the reason I asked you. 

Mr. Huenes. Anyone who did not go along with his acreage allot- 
ment, whenever it was necessary to have them, would not participate 
in this domestic market. 

Senator Scuorrre.. In other words, then, every man who produced 
this wheat would have to have an acreage allotment? 

Mr. Hueues. If they were in effect. If it was necessary to control 
production, where supplies were out of line with demand, then you 
would have to have an acreage allotment to get the certificate, and 
would have to comply with it. 

Senator Arken. I have one more question. 

The Cuatrman. Are you through, Senator Schoeppel ? 

Senator Scnorrre.. At this time, yes, sir. 

Senator Arken. I have just one more question. 

In talking to some of the wheatgrowers out in what some of you 
call the good wheat country, I find that they seem to be under the 
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impression that this plan will permit them to raise all the wheat they 
want to, and just get the different prices for it. 

Do you think they are fully aware of the fact that they would stil] 
be under strict controls? 

Mr. Hueues. I think they are. I think most of them are. 

Senator Arken. They understand that now ? 

Mr. Hucues. The plan was originally sold on that basis, that they 
would get this much, and they would be free to produce. But I think 
every wheatgrower recognizes now the serious supply situation, and 
that they could not hope to do anything like that until we get it more 
controlled. 

Senator ScHorrret. Mr. Chairman and Senator Aiken, that is the 
very thing I wanted absolutely to get into the record here, because at 
the beginning of some of these approaches to the domestic parity plan, 

there was the assumption, widespread, that they could produce all 
tht wheat they wanted to, and you simply cannot get the fo Iks to buy 
that program in the Senate of the United States. 

Senator Arxen. I think that was true even in Kansas, Senator 
Schoeppel. 

Senator Scnorrren. That is right. 

Senator Arken. They thought they were going to get the restrictions 
off production. 

Senator ScHorrre.. I have had many, many men come to me within 
the last year in Kansas and say to me that if we had the domestic 
parity program, if we could get the 100 percent of parity, or the 
parity price, on the wheat domestically consumed for food, then 
we could produce all the wheat we wanted to and sell the rest at the 
regular market price. 

I understand there has been a shift in that thinking. 

Mr. Huenes. That is right. 

Senator Scnorrrri. That is the reason why it is well to get it at 
the very beginning of this into the record. 

Mr. Hucues. I think the confusion results from the fact that this 
proposal was made at a time when we did not have these excessive 
supplies, and as we have been able to move into this type of program, 
we may have been able to have enlarged our market sufficiently to 
have e avoided the need for controls. 

But since we now have these supplies built up, there is not any 
question that we will now have to continue to control production 
until we get supply down in line with demand. 

Senator Scuorpren. And do you recognize at the present, which 
is the lowest figure they can go to now, unless changed, of 55 ‘million 
acres with reference to wheat, that would be the basic acreage figure 
that you would start with in the invoking of your program? 

Mr. Hueues. Yes. I think that is the way it has been sold over 
at least the past year. 

The Cuarrman. Proceed, Mr. Hughes. 

Mr. Huensgs. I might say in the beginning that we are not far 
apart in principle except on the problem of raising wheatgrowers’ 
income in 1956 and future years. 

I think it might be well to ask questions you have on each of these 
aa as we proceed. 

(a) Proposal to remove penalties from production in excess of 
allotments if all wheat is used for feed or seed. 
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We have two objections to this proposal : 
1. It is no relief to the commercial wheat producer who can feed 
no wheat since he has to sell some wheat and who has had to sacri- 
fice about one-third of his normal production under the control pro- 
cram. Under the proposed measure, a farmer is to be exempt only 
if he feeds all his wheat on his own farm to his own livestock. How is 
this to be determined? Why should a farmer who desires to feed 
his livestock be deprived of doing so merely because he markets some 
of this wheat production? Why should a producer of poultry or 
livestock who does not produce wheat be compelled to buy feed at 
supported price levels when he must market his livestock or poultry 
in competition with farmers who do not do so? 

2. While the measure would benefit those wheat producers who 
would be exempted from penalties and permitted to produce all the 
wheat they desire for feed or seed, it would increase wheat acreage, 
inerease total wheat production and, in our opinion, would work in 
exactly the opposite direction from the declared objectives of the 
wheat program. It would also work in just the opposite direction 
from the declared objective of the Secretary of Agriculture, who 
has stated that he wants to see a program under which wheat will 
be produced in regions where it can be grown most efficiently and 
which permits the wisest and most effective utilization of our pro- 
ductive resources and capacities. 

3. It will seriously endanger the control program by encouraging 
maneuvers to avoid the penalty. 

Now, if you want me to, I can give you an example of that. 

Senator Aiken. Yes. Go ahead. 

Mr. Huenes. You want me to give you an example. 

Well, let us take a farm out in my area. We will use a 320-acre 
farm, where it would have been a normal practice to plant 160 acres 
of wheat and have 160 acres of summer fallow. The allotment on 
that would now be about 100 acres. So instead of an alternate 160- 
acre rotation, I switch to 100 acres one year and then double it the 
next year, 

Well, the year that I am under the alltoment and can plant only 
the 100 acres, I get a marketing card which permits me to sell all the 
wheat I raise. The next year I have 200 acres planted, and that year 
I say I am going to feed all my wheat, and I do not ask for a marketing 
card. I merely put it in the bin, and maybe I feed some of it, and 
maybe grain sorghums and barley and oats are available and I do not 
feed much of that wheat. 

The next year I am back under my allotment again of 100 acres, 
and again I get a card which says I can sell all the wheat. 

Now, what is to prevent me from carrying wheat over from the 
previous year that was raised in excess of the allotment and selling it 
the following year? 

Senator AIKEN. In the years when you reduced your acreage, would 
you not be reducing your allotment for the next year? 

Mr. Hucues. You see, we have an alternate wheat-summer fallow 
practice. So the year that we cut down on the allotment, we would 
have a larger acreage of summer fallow, and then the next. year that 
would be ready for wheat, and that year we would exceed our acreage 
allotment, maybe almost double. And that year we would say we 
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were not going to sell any wheat; we were going to feed it. We would 
just put it ina bin. 

Senator Arken. Do you think the wheatgrower is more adroit than 
the corn grower? 

Mr. Hueues. I do not follow you, Senator. 

Senator Arken. I say, do you think the wheatgrower is more adroit 
than the corngrower ? 

Mr. Hueurs. Oh. Well, I would not say as to that, but I think 
we have wheatgrowers who would be looking for means of j increasing 
their income under present conditions, and they might try to do some- 
think like this. 

Senator AIKEN. I see. 

Mr. Huenes. I think it would be a danger to our control program. 

Senator Arken. I think it is impossible for this Congress to enact 
any legislative program that somebody is not smart enough to get 
around if he sets his mind to it: 

Mr. Hucues. They will at least try, I am sure. 

Senator Arken. Well, they have demonstrated considerable ability 
in that direction. 

Mr. Hvucues. I would like to say that under the domestic parity 
program, this would not be a problem, because there would not be any 
penalties to contend with. Anyone could feed some wheat if he chose 
todoso. But he would not be able to participate—— 

Senator ArkeN. But he could not collect a bonus on what he fed? 

Mr. Hueues. He could not if he exceeded his acreage allotment. 
But if he wanted to feed some wheat out of his acreage allotment 
instead of marketing it all, he could do that under our program. 
|Continuing:] (6) Enlarge the noncommercial wheat area. 

This has some dangers at this time because some dramatic in- 
creases have occurred in the States already in this category. This has 
happened because the lower loan rate offered in this area does not 
necessarily lower the marketing price which is influenced by the loan 
rate in the commercial area. Removing acreage allotments under 
these conditions seems unwarranted in view of the continued buildup 
of surplus stocks and the severe production cutbacks suffered by 
others. 

This would not be the case under the domestic parity program since 
there would be only 1 loan level and 1 market price level. 

Senator Arxen. Where has that occurred? I have heard of 1 
State. 

Mr. Hugues. Alabama has dramatically increased. They went 
from about 30,000 acres in 1954 to 88,000 in 1955, and according to the 
estimates for this coming year, they have 146,000 planted. 

Senator Arken. Well, “did not the reduction in the acreage for cot- 
ton have something to do with that? 

Mr. Hueues. It could have. 

Senator Arken. It went from one price-supported crop to another. 
And also, was that wheat in Alabam planted for grain or feed, or 
as we do in New England, as a nurse crop? 

Mr. Huenes. It was planted for grain, I am sure, because I checked 
that with the Department. But nothing was included in there that 
would be included in the soil for grain manure or anything like that. 
[t might have been planted for a nurse crop if it was harvested as 
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such. But I checked that very carefully with the Department, and 
while the increase in other States—I think Arizona and Florida were 
the other two States that went up considerably—the New England 
States principally went up some, but not in large amounts—— 

Senator ArkEN. It permits them to seed ground in the fall if they 
can use wheat. Rye is too heavy and oats not hardy enough. | So 
wheat is a good nurse crop there. But in the case of California, didn’t 
that State increase their plantings by producing new type durum seed 
for Senator Young’s State? 

Mr. Hueues. I would not know. 

Senator Youne. They did some reproducing for us there. 

Senator Arken. Was it Selkirk? 

Senator Youne. Here is what happened. Our experiment station 
developed some new varieties of rust-resistant durum, in very small 
quantities, and we sent them to Arizona and old Mexico to reproduce 
during the winter, and then we sent them back during the spring. 

Senator ArkEN. Yes. 

Mr. Hueues. Actually, these increases have not been alarming at 
this point. It is the trend that alarms us. If you enlarge this non- 
commercial area to take in all these other States that plant less than 
240,000 acres, then you have an increase in those, as has happened 
under these, at a time when commercial wheatgrowers are severely 
restricted, and they are cut back a third. It just seems unjust. 

Not only that, but it will affect future allotments. It will tend to 
push allotments out of the commercial area and allocate them to these 
States even though it is not put into effect, because allotments are 
based that way. 

Senator ScHorpreL. Mr. Chairman, I would like to ask Mr. Hughes 
at this point, again for the record, with reference to your commercial 
wheat areas as you envision your program, they would have to have 
wheat allotment acreages in the commercial areas, or noncommercial 
areas and commercial areas? 

Mr. Hvenes. They would not have to. If you want to retain or 
enlarge the noncommercial area under the domestic parity program, 
we can see no objection. However, there would not be any allocation 
of domestic certificates made in the noncommercial areas, since there 
were no allotments there at any time that allotments were in effect. 

They would not participate in the domestic parity program in the 
noncommercial area. But it would remove this objection that I 
spoke of. 

The Cuatrman. Would they ever come into the picture? 

Mr. Huenes. Well, they would in the event that they got supply 
in line with demand to the point where they can dispose with allot- 
ments. Then they would be eligible. Any time that there were acre- 
age allotments in effect, they would have to comply with them in order 
to be able to get this certificate. 

Actually, we are not concerned about this if we have the domestic 
parity program, because then you would just have one low loan rate 
and one market price in the commercial area and in the noncommercial 
area. There would be no encouragement in the market price for the 
noncommercial grower put there by the support in the commercial area. 

Now, I have the figures here, which I have checked, from the Depart- 
ment, which show that reaction to market price. 
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Senator Arcen. Has there been any increased planting in New 
England ¢ 

Mr. Hveuxs. It is not very big. They have all increased some. 

Senator ArKEN. It is grown, as I say, largely as a cover crop for 
fall plant seeding, and they will use or sell the grain for chickenfeed. 

Mr. Hucues. There are the figures in pencil compared with the 1954 
for the New England States. 

Senator Arken. Yes; that is the poultry growers. And if they had 
not planted a few acres more wheat, they would have planted some 
other kind of grain. 

Mr. Hueues. I think that is probably true. 

The CuamrMan. The certificates would be based on past production ? 

Mr. Hueuss. Yes, 

The Cuarrman. And irrespective of what the farmer would pro- 
duce in the current year that he has a certificate, the value of the 
certificate would not decrease ? 

Mr. Hueues. That is right. 

The Cuarrman. So that if instead of making a 100-percent crop, 
he makes a 60-percent crop, he would get paid on 55 percent of his 
normal production ? 

Mr. Hueues. That is right. 

The Cuarmman. All right. 

Mr. Hugues. It would have in the future, of course, some effect on 
it, but not that year. 

The CuHatmrman. All right. 

Are there any further questions? 

Senator Youne. No. 

The Cuatrman. Proceed, Mr. Hughes. 

Senator Scnorrre.. I would like to ask a question at this juncture. 
Maybe you have got it covered in your paper here. 

What would you say about ctdee complinnte on this? Would that 
go out the window and everything else, if your program is enacted ? 

Mr. Hucues. We have never had cross-compliance. 

Senator Scnorrre.. You have never had it in mind? 

Mr. Hvcnns. We have never had it under the current program. 
This would operate exactly as the present program does, these volun- 
tary acreage allotments. 

Senator ScHorpreL, The reason I am asking this is that there is some 
feeling in here on parts of this program—now, obviously you are not 
so optimistic as to assume that shee are going to take your program in 
toto—these things do not work out that way—I am just trying to be 
honest about it—— 

Mr. Hueues. That is right. 

Senator Schorpren (continuing). But if we go to some program, it, 
of necessity, must be a compromise program out of here. And I am 
trying to be utterly candid in that respect. Then there is a feeling in 
certain sections of the representation of the Congress that strict cross- 
compliance must be necessary with reference to any kind of program 
that is envisioned up to this time, and in the modifications or changes 
that we might make. 

But you do not anticipate under your program that there would be 
any question of cross-compliance at. all? 

Mr. Hucnes. Well, I would say merely, Senator 
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Senator ScHorrre:. Yet you do recognize that we have to go to a 
55-million-acre limitation on wheat? 

Mr. Hvenes. Yes. as 

I would say that the wheatgrowers will be more than willing to coop- 
erate in any sort of program that is going to get us out of this mess we 
are in. I think they have demonstrated that by reducing their pro- 
duction some 30 percent, in both wheat and rice, and at a time when no 
other segment of our agriculture really has reduced their production 
to date. 

The Cuairman. Senator Thye. 

Senator Ture. Mr. Hughes, what would you propose to do with the 
acres that you did not seed to wheat, that normally would have gone 
into wheat ? 

Mr. Huenes. Well, we are in the situation right now where most of 
those acres have gone into other feed grains. 

Senator Ture. Then doesn’t that answer your own question or state- 
ment that the wheat producers have reduced and others have not? 
Doesn't that answer your own question, that you diverted from wheat 
to some other crops, and that you aggravated those other crops? 

Mr. Huenes. Yes; I think we have. However, I would like to go 
back and say, during the war period and the immediate ee yer iod, 
when we had a demand and a need for everything all of us could raise, 
not only wheatgrowers—— 

Senator Tuyr. Yes. But, Mr. Hughes, that was not the situation 
last year. 

Mr. Hucues. Well, let me finish. 

Senator THyr. And therefore, I must get your views if your testi- 
mony is going to mean anything to me when we try to formulate the 
language in the bill. I must have your views as to what you would 
propose that we write into the legislation relative to the acres on which 
you do not qualify for wheat. 

Mr. Hueues. I would say that practically every State wheat as- 
sociation has made a part of their resolutions a recommendation that 
we go into a soil bank program. I think that is probably true. 

Senator Turn. Then what would you propose that you do with that 
soil bank acreage ? 

Mr. Hugues. That it go into grass and conserving uses, and no 
crop or no pasture be harvested from it. 

Senator Ture. Then you would agree with cross-compliance? 

Mr. Hveues. I think that is basically what we mean. 

Here is the thing that is bothering us, Senator—— 

Senator Tiryr. It is bothering me, too. 

Mr. Hvenes. There has been no adjustment from that wartime 
peak by the corn producers. There hasbeen an adjustment by the 
export crops. Now, those export erdps cannot carry the'economic ad- 
justment ‘for all of agriculture, and if we are to reduce our plantings 
of wheat and rice and cotton, then we must have some chance to do 
some diversion, fot all, but some. 

And we feel that it is the job ofthe other feed:grain producers also 
to make some diversion, and we want to share that, but we do not want 
to do it all. 

Senator Toyz. But, Mr. Hughes, 6n the ‘question of cross-com- 
pliance, you would be willing that this legislative measure that we are 
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going to consider would have some restrictive measures relative to 
the diverted acres? 

Mr. Hueuers. Well, I would prefer to see them on a volntary basis 
with incentive to get it down. 

Senator Ture. But the voluntary basis heretofore has not given us 
the answer to reducing the overall farm plant. 

Mr. Hugues. I think my answer to your question, Senator, would 
be, how do you propose to put that restriction on the corn grower to 
see that he diverts ? 

Senator Ture. I know that is true. But the corn is not the ag 
gravated situation that we are confronted with in some of the other 
categories. But you are speaking about wheat and a two-price plan. 
And I am sympathetic to your two-price plan, because I do believe 
that as a wheat producer of good quality milling wheat that goes in to 
be a part of the food basket of this Nation, you are justly entitled to be 
compensated comparable to your Nation’s economy. 

Mr. Hucues. Yes. 

Senator Ture. If you have other wheat that must go into the ex- 
port channels, that we are subsidizing now by the Federal Treasury 
under the wheat agreement—if you had a two-priced plan. I can 
readily see that you, as a wheat producer, with respect to your percent 
that goes into the export field, would be willing to take a reduction in 
price in order that you find and hold your foreign markets. 

Mr. Hueues. Yes. 

Senator Ture. And therefore your proposal is commendable in 
that respect. But on the cross-compliance question, we will admit 
that we did not get full compliance in corn. However, the abuses 
came on the fringe edges as much as they did on the heart of the Corn 
Belt. 

What I mean by the fringe edges is maize in the arid area, corn in 
the semifringe edge of cotton; barley in the Northwest area. And 
when we wound up, we had not reduced that, which increased the pork 
and is now threatening to erase the profits in the feed lots of the 
feeder of cattle. 

Therefore, we know the dairy situation is going to be aggravated 
by an abundance of cheap feeds. Therefore, you have now got to find 
a way to shrink this farm plant. 

Mr. Hueues. That is true. I agree with you. 

Senator Tuy. Unless you have cross-compliance in there that has 
the effect of enforcement, you are not going to get the farm plant 
down. 

Mr. Hueues. I think that, as far as wheat is concerned, you could 
get that compliance by requiring a participation in the soil bank, if 
you wanted to get the certificate. 

Senator Ture. You mean, payments? 

Mr. Huenes. Yes, participation in the soil bank if you wanted to 
get this certificate. 

Senator Arken. In which part of the soil bank, Mr. Hughes? 

Mr. Hueues. I beg your pardon? 

Senator Ture. Let me pursue this a little bit, please. 

Senator Arken, All right. I will. I am sorry. 

The Carman. Proceed, please. 


Senator Tuyr. What would you have in mind, now, on that soil 
hank? 
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Mr. Hueues. Well, we have talked about this a good deal in our 
various meetings, sir. You understand that I am somewhat handi- 
capped on that because we have our national meeting the Ist, 2d and 
3d of February. We have a number of State recommendations, but 
it has not been worked into the national policy, so that I cannot speak 
for the national on that. 

But we have endorsed—almost all States have endorsed—it on the 
basis that it would be voluntary, and that the incentive would be suffi- 
cient to get the grower to put into a soil bank these acres that he has 
taken out of wheat and has been planting to these other grains. 

Now, the only reason 

Senator Toye. Then would you separate the two, as the Secretary 
recommended? One would be the diverted acres and the other would 
be the voluntary, in excess of a reduced acreage in the basic crops? 

Mr. Hueues. We were thinking in terms of what the Secretary 
calls the conservation reserve program. I do not think any State 
association has taken action on the acreage reserve program because 
it was so new. But when most of us had our annual meetings, it just 
was not in the picture at that time, so that all of the recommendations 
would be made on the basis of the conservation reserve acreage. 

Senator Tyr. But you are of the opinion that if the compensation 
for diverted acres was high enough, you would get compliance in all 
areas to accomplish a reduction in the overall farm plant? 

Mr. Hugues. Yes; I do. 

Senator Tuy. You are positively certain that you would get com- 
pliance? You do not believe, then, that you would run into another 
year of adding to the surpluses and thereby further aggravating the 
farm economy ¢ 

Mr. Hueues. No; I do not think you would, because generally a lot 
of this wheat area is not too well adapted to any other crop, and they 
have planted them because they 

Senator Ture. No. You are hardly corect in that statement, be- 
cause if you went into the Southwest, where you are strictly wheat 
today, you would see the sorghums and maize; if you went into the 
Northwest, you would see some barley. 

Mr. Hucues. Yes. 

However, the point I was making is that it is not as profitable as 
wheat, even though they went into those crops. 

Senator Ture. I understand. But they are the diverted acres, sir, 
and therefore they will probably yield a return. While not as good as 
wheat, however, it is quite a substantial return. 

Mr. Hueues. By all means, the wheat growers are willing to take 
their share of the necessary adjustment to shrink this plant. I think 
I can speak freely on that. 

Senator Tuy. Thank you. 

Senator Youne. May I ask a question, sir? 

The Cuatrman. Senator Young. 

Senator Younc. Would it be more palatable to your wheat organi- 
zations if you made it compulsory to put, say, 50 percent of your di- 
verted acres in the conservation reserve and depend on the rest to be 
put into the reserve through high enough incentive payments? . 

Mr. Huenes. Well, I do not know whether I would say it would 
be more palatable. I think the only thing that concerns us is that 
we not make all this conversion from the wartime demand. 
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These export crops, it seems to me if they are not going to suffer 
an economic adjustment beyond their fair share, we have to see that 
this diversion program is either sufficiently compulsory on corn or 
else attractive enough that we will get some diversion out of the Corn 
Belt as well as out of these areas. 

Senator Youne. Now, you said a little while ago that in general 
wheat was more profitable to produce than maize and sorghums. 

Mr. Huenes. Oh, yes. 

Senator Youne. If the incentive payment were high enough, if 
you paid the farmer somewhere near what he would have gotten when 
he planted the wheat, then most farmers would comply. 

Mr. Huaues. Yes, I think they would. 

The Cuarrman. Proceed, Mr. Hughes. 

Mr. Huenes (continuing). (¢) Permission to sell up to 100 million 
bushels of wheat for feed at a price competitive with other feed 
grains. 

We are interested in regaining some of the traditional market for 
wheat as feed but we question the timing of this proposal and the 
method. It does, however, recognize the right of wheatgrowers to 
some of this market. 

We as wheatgrowers would be severely criticized for being sub- 
sidies when this wheat which was moved into CCC possession at the 
past year’s loan rates was moved out at a substantial loss, especially 
if a large part or all was repleed by current loan takeover. We can- 
not under the present program be sure this would not happen. Ii 
would also involve some supervision of the use of the feed wheat to 
see that it is not subsequently sold. We feel it would be better to 
move wheat into feed only if the producer was willing to produce it 
for that price, as would be the case under the domestic parity plan. 

Wouldn’t it be better to wait until we have had time for the conserva- 
tion reserve program, recently proposed by the President, to reduce 
the excessive supply of feed grains and we have reduced current wheat 
production below needs before moving CCC wheat into the market 
for this purpose ¢ 

Senator Youne. Mr. Hughes, if this wheat was cracked, would it 
not help to keep it from being used for human consumption ? 

Mr. Hugues. Yes, if it was cracked, it would. 

Senator Youne. And it would not be too difficult to provide that 
it would be cracked, of course. 

Mr. Hueurs. I was thinking in terms of the farmer going to the 
bin, say, and getting some wheat to feed, and also had some to sell. It 
would be very difficult there to see that he did not sell some of that 
feed wheat. 

The CHamman. Proceed, Mr. Hughes. 

Mr. Hueues. The proposals under sections 202 and 206 of title I] 
of S. 2949 as well as under S. 46 dealing with changes in the wheat 
program are unacceptable to wheatgrowers, and in our opinion would 
do nothing but aggravate rather than cure the basic problem. The 
objectives of enlarging the feed market and the elimination of un- 
necessary regulation can be obtained much more quickly and effec- 
tively through the adoption of the domestic parity program. 

We have looked in vain for any provision in the administration 
proposal that would increase wheatgrower income in 1956, over the 
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past year. In fact, we can see only a further lowering due to the 
lower support price already announeed—about 13 percent. 

Gentlemen, this, in my opinion, is most serious. We must have an 
increase in that income in some way if many farmers are to survive 
the squeeze which is getting tighter each month. How, after the 
lower income of 1955, can we allow it to go lower in 1956? There 
are thousands of wheatgrowers with allotments of less than 100 acres 
who are moving into debt right now to keep going. 

Under our domestic parity proposal we could start to get that in- 
crease in income beginning next July without any cost to the Treasury 
or the taxpayer, and can anyone deny the need or right to that in- 
crease in income with the balance of the economy enjoying unprece- 
dented prosperity ? 

A very important advantage that the domestic parity plan has over 
the present support program is that there will be a real incentive for 
producers to raise quality wheat—of the type that is in demand in the 
market place. This incentive would arise from the fact that the 
value of the certificates would be based on the average price of all 
wheat. The wheat would actually sell in the market place at com- 
petitive prices. Producers with higher quality wheat would natu- 
rally receive higher prices. Thus, unlike the present program, quality 
production will be rewarded according to the value of the wheat 
determined competitively instead of by Government edict. 

The Cuamman. Mr. Hughes, does your program provide for any 
disposal of the large quantity of wheat we have on hand other than 
what has been suggested in the President’s message and by other 
Senators? 

Mr. Hucues. Does it provide any method for disposing of it, you 
mean, Senator? 

The Cuamman. Yes 

Mr. Hugues. Well, I think that is going to have to be disposed of 
parity in the form of feed. Now, we think that under the domestic 
parity program, we will get some reduced production, and we will 
get some increased utilization. 

Now, at the time that we can begin to produce or utilize more than 
we are producing, then we can move some of this wheat into feed, 
probably, without criticism. 

The Cnamman. Won’t that incur quite a large loss to the Govern- 
ment, by depressing the price to what the market would bring as to 
the wheat on hand ? 

Mr. Hueurs. Certainly if it is moved out indiscriminately, it would. 
It would have to be very carefully done. 

The Cuarrman. It would have to move in the market, and under 
your program the wheat price would just find its normal market. If 
it is $1 a bushel or $1.10 or $1.50, that would be what the wheat in 
storage would have to sell for, would it not, even though it is now 
maybe $1.90 or $2.10? 

Mr. Huaues. I think no matter what we do, that is going to happen. 
What you are moving in the world market today and disposing of, is 
going into that market at a considerable loss. And even under the 
current price-support program, which is announced as $1.81 next 
year and will go to about $1.67 or $1.68 the following year, we are on 
that same trend, that is, the market price is going to go down, and 
any disposal will be at a lower price. 
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The Cuamman. Would not this program have an impact on our 
International Wheat Agreement ? 

Mr. Hugues. No, not as long as we are operating under the Inter 
national Wheat Agreement. There is no change. I checked this 
completely with the State Department. 

The Cuarrman. No. But suppose the prices go lower, though, than 
what we agreed to sell for. Do you think those people who were to 
buy from us at a fixed price, would buy ¢ 

Mr. Huaues. You see, the Secretary has the discretionary power to 
set that loan rate with that in mind, which would prevent that from 
happening. 

The Cuatrman. Proceed. 

Mr. Huaues. The principal opposition that has been raised against 
the domestic parity plan for whines has come from some Corn Belt 
farm spokesmen who have expressed the fear that this plan might 
result in an increase in the total quantity of livestock feed and thereby 
adversely affect the price of corn. They contend that if wheat pro- 
ducers are able to get a return equivalent to parity on the part of the 
crop consumed as food, it will increase their average returns and, 
therefore, they will expand production. We do not believe that these 
fears have any real foundation. 

However, we realize that whatever benefits accrue to wheat must 
not be at the expense of corn or any other crop. To give double as- 
surance that the domestic parity plan will not affect adversely the in- 
terests of corn and feed-grain producers, it is proposed that the Sec 
retary have discretionary authority to support the price of all wheat 
just slightly higher than that for corn and that he also have discre- 
tionary authority to impose acreage allotments. 

We feel that corn producers have no reason to fear the domestic 
parity plan for wheat because all evidence points to the fact that if the 
domestic parity plan did result in expanded wheat acreage, it would 
reduce, rather than increase the total supply of feed grains. This is be- 
cause an acre of wheat produces less feed than it does when it is 
planted to corn, or other feed grains. 

In 1954 we produced approximately 37 percent more feed on acres 
diverted from wheat than would have been produced if the same acres 
had been used for feed wheat production. Feed grain tonnage in the 
form of oats, barley, and grain sorghums in 1955 on the land taken out 
of wheat will be over 50 percent greater than if the acreage had re- 
mained in wheat. 

On the basis of August 1 figures, the increase in production of oats, 
barley and grain sorghums in 1955 over the 10-year average, 1944-53, 
will be 558 million bushels, or 11.1 million tons, while the reduction in 
wheat production in the same period is only 243 million bushels, or 
7.3 million tons. 

I know that figures such as these are hard to grasp, but in essence 
these figures show that as acreage is taken out of wheat, which is 
required under the present program, it actually results in increasing the 
total supply of feed grains. 

Senator ScHorpreL. Mr. Hughes, that is not only the history. While 
it may be the history in wheat, isn’t that the history in some of these 
other crops? 

For instance, let us say down in Senator Ellender’s area, in the cotton 
area, and in those areas where they can grow wheat; they can grow two 
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bushels of wheat on any one acre over as against the historical wheat 
producing areas, and that has shown up there, too. And you go into 
some of what we call the red wheat areas; they can outbushel the 
historical acreages. 

Mr. Hvuenes. Yes; we realize that, of course. 

Senator ScHorpret. And when they go out of that corn production 
under limitation and go over into wheat, the same thing happens there, 
does it not? ov" 

Mr. Huenes. Yes. There isachance. That is right, that in some 
of the areas where there is more rainfall, they can produce more wheat 
than we. rats i 

Senator Youne. In my own area, it is much easier to produce 40 to 
45 bushels of corn to the acre than it is 30 bushels of wheat. 

Mr. Hucues. That is true in most of the Plains States, too. They 
will produce grain sorghums and barley in a greater volume on the 
acreage than they would of wheat. 

Whereas increases in wheat acreages decrease total feed grain sup- 
plies even if all the wheat produced on the increased acreage is used for 
livestock feed. 

If corn and feed grain producers wish to reduce or prevent surplus 
feed supplies they would be well advised to advocate and support the 
domestic parity plan for wheat. 

In addition, I feel certain wheat producers will lead the way in coop- 
erating with the proposed conservation reserve program on a voluntary 
basis to reduce feed-grain supplies. This is evidenced by approval of 
the idea by most State associations at annual meetings. I want to call 
attention to the fact that this cooperation will benefit their future 
income only if they are also livestock producers and many are not. 

Parity: I would be a great disappointment to my fellow wheat- 
growers if I did not call to your attention what we consider one of the 
greatest threats to the future welfare of the wheatgrower. That 
threat is what is known as modernized parity. Probably you know 
that parity for wheat would be lowered today from the computation 
under the old formula of $2.50 to $2.13 under the so-called modernized 
formula. What justification is there to do this? 

First, I want to call to your attention the recent agricultural outlook 
report that showed parity for all commodities would not advance in 
1956 in spite of increased costs for all manufactured products, labor, 
and taxes. Why? Because the items produced by farmers them- 
selves and sold to other farmers—livestock, feed, and seed—would be 
enough lower to offset the other increases. Can this be called equality ? 
Wheatgrowers’ operation costs are in most cases not helped by these 
lower costs at all. 

Now what about modernized parity for wheat and what defense is 
there for reducing the price so drastically? I have heard only one, 
that because of increased efficiency through mechanization it takes 
about one-quarter as many hours of labor to produce 100 bushels as it 
did in the base period 1909-14. Therefore, we should be able to sell 
it cheaper. 

I could use numerous examples to show the fallacy of this assump- 
tion, but I shall limit it to one. 

I might ask why the increased efficiency through mechanization in 
the factories that produce our farm implements, autos, and trucks 
has not lowered the price to me instead of raising it? 
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We strongly recommend, gentlemen, that you extend for 2 years the 
old formula for computing parity for wheat until the United States 
Department of Agriculture has had time to study this inequitable 
adjustment and make some recommendations. The National Associa- 
tion of Wheatgrowers would be willing to help finance this study if 
the Department would show some interest. 

I have not commented on the recent soil bank proposals of the Presi- 
dent and Secretary of Agriculture Benson because the National Asso- 
ciation of Wheatgrowers has no position on it. However, after our 
annual meeting in Portland, Oreg. on February 1, 2, and 3, we will 
have. Today, I can only comment as a member of the CCC Advisory 
Board. This, I will be happy to do if you so desire. 

Thank you for giving our association the opportunity to brig you 
these recommendations. 

The Cuatrman. Thank you, Mr. Hughes. 

Are there any question? Senator Young. 

Senator Youne. Mr. Chairman, I would like to have Mr. Hughes’ 
personal opinion on the acreage conservation program. 

Mr. Hugues. The acreage reserve program ? 

Senator Youne. The acreage reserve program. 

Mr. Hueues. Well, I see some dangers in it. I think for 1956, it 
is to be effective in 1956, the payment will have to be very high, because 
in the winter wheat area, practically all of the expense in producing 
that crop, except for the harvest, has already been made. 

Now, I presume from the Secretary’s testimony that these payments 
vould be based on a normal yield, and market price or loan rate. Now, 
any farmer or any wheatgrower who at this time has a prospect of 
normal or better than normal crop—and in some areas, particularly 
in the Northwest, they have had a great deal of moisture, and they 
have a better than normal prospect of a crop—they will look pretty 
carefully at the size of that payment and what they might expect from 
the crop. 

Now, that is one thing. It looks to me as if you might have to have 
a different rate to get compliance for 1956 on wheat than you might 
have in future years, when they could begin to take this wheat out 
before they put in the expense of summer fallowing the land and seed- 
ing it, and so forth. 

Now, there is another thing that bothers me a little, and that is the 
weather compliance that you are probably going to get under that 
program. The farmer again this year, presumably, will have a chance 
to determine at some future date whether or not his crop is going to 
make normal or better than normal or less than normal yields, and if 
he thinks it is going to make less than normal yields, he 1s going to be 
more ready to go along with this program in 1956, this year. 

Senator Youne. What we would be doing would be tying up the 
poor acres, anyway, and we would not get much less production. 

Mr. Huenes. Yes; that is right. 

However, last year we harvested 8 million acres of wheat in 1955. 
Now let us assume that under this program we would actually have 
paid for this 8 million acres not being produced, and yet it did not 
produce anything. 

Now, that in itself would be rather bad; but if the Commodity 
Credit were to have sold in the market what they estimated would 
have been the production from that 8 million acres, it would have 
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moved a lot of wheat into the market that would never have been 
produced. : ‘ 

I think there are some real dangers in that section that deals with 
the permission of the Commodity Credit to sell this commodity into 
the market to get this money. 

Senator Youne. Herb, I just want to thank you for a very fine 
statement. I think you have been a very good witness. 

Mr. Hueunes. Thank you. 

The Cuarrman. Any other questions / 

Senator Humpurey. I just want to ask one question. 

On the study that you mentioned, Mr. Hughes, on the modernized 
parity, I was ‘under the impression that the Department had made 
suchastudy. Is that not true? 

Mr. Hveues. Not to my knowledge; not since the law was enacted. 

Senator Humpurey. I see. 

Senator Arken. You do not think, Mr. Hughes, do you, that going 
back to the old parity formula would have any effeet on the New York 
and Pennsylvania growers? I would hate to see my State covered 
with wheat, now that we are in a noncommercial area. But there 
would be an incentive there. 

You are probably familiar with the Cornell study which shows 
that of the farmers in New York State, the one getting the largest 
returns per hour for his work was the wheatgrower. 

Mr. Hveues. I have not seen that. But 

Senator Arxen. And that has probably been true all through the 
Fast, and I imagine into the South now. 

Mr. Hueues. When was this study made? 

Senator Arken. I understand it was this year. Some of the Cornell 
people were telling me about it. 

The largest hourly returns. I did not say annual returns. 

Mr. Hvenes. What I meant was, the period at which they took 
into consideration in making the study. 

Senator Arxen. I believe it was probably a current period. 

Mr. Hueusrs. Well, the thing that disturbs me Senator, is that. we in 
wheat do not want the same thing to happen to us that. has to the 
livestock producers. They have suffered about a 50 percent cut in 
their price for supplying the food to the Nation, while the retail price 
has not appreciably reduced. They have lost that much income, and 
the processor and the labor in processing have been able to increase 
their income without any criticism of increasing food prices. 

Senator Arxen. I cannot quite see the same comparison between 
you and a livestock producer, because their attitude seems to be a mite 
different. 

Mr. Hueues. Well, there is a big share of our crop, you see, that 
goes into the food market. And as we lower our price on that part 
of the market, the consumer is not going to gain in the form of a 
lower price for bread. We are merely going to lose purchasing power, 
and we will not enlarge our market or anything. 

Now, we just hate to have that happen, because when we try to 
bring prices back, we will be accused of raising the food prices, and 
that is a different situation to get into. ' 

Senator Humpurey. Mr. Hughes, I wanted to ask just a. question. 

Yesterday we had testimony advocating a national security reserve, 
so to speak, of wheat along with some other commodities, and actually 
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to seal it off from the market, not just a normal set-aside, but to seal 
it off for all practical purposes and hold it tight, under tight control. 

Now, do you have any observations on that particular proposal ? 

Mr. Hvueues. Well, they would have to be my own. The association 
has none. 

Senator Humpurey. Yes. I recognize that. 

Mr. Hueues. I would somewhat agree with that. It seems to me 
that if our situation is so precarious that we have to spend some $50 
billion a year on defense, certainly we must be in some danger, and 
if we ever did suffer an attack from any other country, an atomic 
attack, food would immediately become of prime importance, and 
transportation would not be available to move it direct. 

Senator Humpurey. What would be your view in terms of having 
the National Security Council, which is the major policy-planning 
board of the Government for defense purposes, state a figure of what 
they believed was necessary for wheat, for example, cotton, and feed 
grains, for a national security reserve ¢ 

Do you think that would be an appropriate decision to be made 
at this time ? 

Mr. Hucues. Well, it would seem to me it would be in the national 
interest to do that. 

Senator Humpurey. As I recall, there has been no such determina- 
tion made. I cannot help but believe that if this market is still left 
with these surpluses for another year, all tabulated as surpluses, and 
you do not seal off some of it, you are going to have a continuing 
price-depressant effect on the market. 

If you could seal off some of this and take on some of the proposals 
such as you have suggested here today to get some immediate relief, 
you might do something in terms of income. And that is your imme- 
diate concern, is it not? 

Mr. Huaues. I think it needs to be the concern of everyone. 

Senator Humpnrey. This 1956 income is pressing hard on you and 
your membership ? 

Mr. Hugues. That is right. 

The Cuatrman. Thank you very much, Mr. Hughes. 

Mr. Hucues. Thank you. 

The CuarmMan. The committee will stand in recess until 1: 30. 

(Whereupon, at 12:30 p. m., the committee recessed to reconvene 
at 1:30 p. m. of the same day.) 


AFTERNOON SESSION 


Present : Senators Ellender (chairman), Scott, Aiken, Young, Thye, 
and Schoeppel. 
Also present : Senator Barrett. 
( 


The Cuatrman. The committee will please come to order. 

Mr. Patterson, will you step forward, please, sir. 

Identify yourself for the record. 

Senator Scuorrren. I want to say that I have known Mr. Patterson 
here—we call him “Pat” back in Kansas—who is one of the genuine 
dirt farmers in our area, and comes from the section of the State 
where he knows this wheat situation; and he is presently representing 
a group that have asked him to come back here. 
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And the chairman will recall, I think, and Mr. Patterson will men- 
tion it briefly, he appeared before our Agricultural Committee when 
we were at Hutchinson, Kans. 

I am glad that he could be here to present his views, which probably, 
I assume, will be somewhat in line with what Mr. Hughes said here. 


STATEMENT OF R. L. PATTERSON, PRESIDENT, KANSAS 
ASSOCIATION OF WHEAT GROWERS, OXFORD, KANS. 


Mr. Parrerson. I wanted to apologize for not having a written 
statement. 

The Cuairman. You do not have to. We get a better presentation 
by folks who just talk from notes. 

“Mr. Parrerson. I would have had one written but we were right 
in the midst of our annual wheatgrowers meeting in Kansas when this 
came up, and I had to leave. 

The fact of the matter is, I left so fast that my overcoat is back home. 
[ hope I do not need it here. 

My name is R. L. Patterson. I am a wheatgrower from Oxford, 
Sumner County, Kans. My father and I operate together 700 acres of 
which 547 acres are cropland. Of this we have a wheat allotment of 
257 acres. 

We also have been participating a rotation soil bank for 15 years of 
alfalfa and sweetclover to maintain our soil fertility. 

I am also president of the Kansas Association of Wheat Growers, 
whom I am representing today. 

I would like to state that we just closed our meeting, Mr. Chairman, 
with the Kansas Association of Wheat Growers and there was an un- 
limited amount of discussion of the wheat program. 

Not to go into long detail, but we came out with the same basic 
resolution that we have for 3 years in regard to the domestic parity 
program. The only thing that is added is that we feel that the soil 
bank on a voluntary basis would improve our program and the whole 
wheat situation. 

After a lot of discussion on this from every angle—I might say we 
dug into all of the hidden points, if I may use that word—then we took 
a vote on it, and there was not one vote against it. 

That is the first time that has even happened, I want to tell you. 
We have had those who opposed it in the past but this time there was 
not one vote against it. 

The thing I want to bring out is that the wheatgrower has to have 
some income. We want to do it in a just way, if possible. We do 
not believe we can do it under the present program, Mr. Chairman. 

We have analyzed that thing from every angle and we cannot see 
any possibility except of only a lower income. 

We have tried to comply with the program. We have reduced our 
wheat acreage nationally over 20 million acres in the last 3 years. 


I would like to bring out there too, at the same time that has been 
done we have increased the stockpile in commodity credit. 

I'd like to say at the same time that if you check the records on 
Kansas, you will find in the last 2 years they have not contributed 
to this surplus. Mother Nature would give us a normal setup—I do 
not know what that stockpile would be, Senator—because we normally 
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produce over 200 million bushels of wheat, as Senator Schoeppel 
knows. We have been way below that. 

The Cuamman. As was brought out this morning, you still would 
be under controlled acreage until we get rid of the surpluses. 

Mr. Parrerson. Correct. 

The Cuatmman, You say you want more money for the wheat 
farmer. How do you expect to get more if you have to cut back as 
much as, say, to 55 million acres? 

Mr. Parrerson. Where we are now. The acreage we have now? 

The CHarrman. Yes. Will your new program bring you more 
money than if you had 90 percent of parity? 

Mr. Parrerson. And cantina all we could? 

The CuHatrMan. But you do not. 

Mr. Patrerson. I mean produce all we could from these allotted 
acres. 

The Cuatrman. You are not prohibited now from doing it. 

Mr. Parrerson. It will automatically do some prohibiting. We 
have quite a bit of wheat ground in the State of Kansas that they can 
surely produce some wheat from each year more than any other crop. 
These same boys have a general farming program. They have some 
hogs and some cattle and some of those things, which they would 
raise this wheat, and feed it under this program, feed it to them. 

This would give the man that income over and plus his certificate, 
which is his parity. 

The Cuarrman. I understand that, but your acreage would not be 
increased. 

Mr. Parrerson. That is right. 

The CHarrman. Until we dissipate the huge stocks we now have 
on hand. If the acreage is not increased, how do you anticipate 
getting more money under your program this year? 

Mr. Parrerson. This certificate will bring in quite a bit more. 

The Cuamman. What does the certificate do? You get it only 
on 55 percent 

Mr. Parrerson. That is right. 

The Cuarmman. Of what you produce. 

Mr. Parrerson. That is right. 

The Cuamrman. Whereas, if you have a fixed price support of 82 
or 90 cents, it would give it to you on all of the wheat you produce, 
and not on 55 percent of it. 

Mr. Parrrrson. Providing you raised @ good crop. 

The Cuarrman. I know that, but let us assume that—you would 
have to assume the same weather conditions under the plan you pro- 
pose as the other. The Lord won’t make it rain more because you 
put the allotment on or keep the old plan. 

Mr. Parrerson. You would still get the certificate amount. 

The Carman. The certificate amount, though, gives you a fixed 
sum on 55 percent. 

Mr. Patrerson. Of your normal. 

The Cuamman. Thereabouts of yourcrop. The rest of it you have 
to take a chance on what the market, will bring. 

Mr. Parrerson. That is right. 

The Cuarrman. I would like you to tell me how it would be possible 
under that program for you to get more money than you can on the 
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present program if you have got to have curtailed acres in both 
instances. 

Mr. Parrerson. You spoke of 90 percent support. 

The Cuarrman. That is in the offing, you know. We are going to 
consider that. It may be that it will be put in. I do not know. 

Mr. Parrerson. That is right. At 90 percent support that would 
make quite a difference in the amount of money that the wheatgrower 
would get, more than 76; but, on the other hand, where will our stock- 
pile eo to! That is at 90 percent. 

The Cuatmrman. It will get the same as the other, if you plant the 
same acreage. You will have it there. 

Mr. Parrerson. What goes into CCC hands? 

The CHamMan. You will have the loan program on the books, too. 

Mr. Parrerson. It will be so far down. 

The Cuarrman. The wheat will be there—it will be dangling over 
that market whether you have it outside of the loan or inside of the 
loan. It will be in this country dangling over the market and it will 
be depressing it. : 

Mr. Parrerson. I mean, when the market comes down, there won't 
be so much go into CCC stock. 

The Cuairman. No, no; but it will be in the country, though. 

Mr. Parrerson. It will still be in the country; you are right. 

The Cuarrman. And it will have the effect of depressing the market. 

Mr. Parrerson. You are right. That is right. 

The Cuamman. That, added to what you have in the CCC , will so 
depress your prices that there is no te ing what wheat will sell for: 
that is, in my opinion, under the program that you are now proposing 
there. It will certainly affect the ability of the Government to obtain 
anywhere near what it now has in the enormous wheat supply that is 
now on hand. 

Mr. Parrerson. The point seems very clear to us that with that 
lower price there won’t be as much going into the Government stock 
at all, considering that we have this already, and it will have a tend- 
ency to keep from building up and possibly start to reduce it. That 
is no small item, getting that out of there. That is, on that point. 

The Carman, All “right, proceed. 

Mr. Parrerson. Also, I'd like to refer back, Senator, to the hearing 
out at Hutchinson, for just a few words. 

I believe it was Senator Thye who asked me along toward the end 
of my testimony if there was any thought of any possibility of the 
farm or ganizations of the State of Kansas coming to an agreement on 
a wheat plan. 

I told him I thought there was a possibility there. 

So immediately after this meeting we undertook to try and get these 
groups together. While we were in that process trying to cet them 
together, the Kansas Farm Bureau held their annual meeting, and 
they voted, the voting delegates, for the domestic parity plan for 
wheat. 

Then we held a meeting of the presidents of each one of these: The 
Farmers Union, the Gr: ange, the Farm Bureau, and the Wheatgrowers. 

The Cuatrman. That is in Kansas? 

Mr. Patrerson. It is strictly Kansas that I am talking about. We 
spent a complete day talking this proposed bill. We made a few 
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changes in it, minor ones, tearing it all to pieces and putting it to- 
gether again. 

When we came out of that meeting we were in unanimous accord, 
Senator. I think we accomplished something there on that. That is 
the point I wanted to make here because upon that point we are in 
agreement. ' 

The Cuarrman. Do you know of any State organization, outside of 
Kansas, in which wheat is produced that is against the plan, other 
than the National Farm Bureau—which is against it? 

Mr. Parrerson. Nationally, yes. 

The Cuatrman. And the Grange, as I understand, is for it. The 
Farmers Union? 

Mr. Parrerson. Opposed to it nationally. 

The Cuatrman. They are opposed, yes. Some of your big organi- 
zations, the only one that is for it, is the Grange. 

Do you know of any State organizations within wheat producing 
States that are against it? 

Mr. Parrerson. The Farm Bureau is, in some States. 

The Cuarrman. In some States! 

Mr. Parrerson. Yes, that is right. That is correct. 

The Cuarrman. Proceed. 

Mr. Parrerson. I want to mention this, which was mentioned this 
morning about this loan. 

As I listened to the testimony, and in the proposed bill, the question 
was where that loan would level off at. Well, now, in the proposed 
bill as written, the Secretary shall determine that loan. And he has 
five points to regulate his determination by. 

One of them is the supply of the commodity in relation to the de 
mand thereof. 

Two, the price levels at which corn and other feed grains are being 
supported and the feed value of such grains in relation to wheat. 

The CHarrmMan. Well, in that connection, suppose corn is supported 
at, say, 80 percent of parity; that means that wheat will be supported 
just under that, depending on its value in comparison with corn for 
feed purposes. 

Mr. Partrerson. It means he has to take that into consideration. 

The Cuatrman. All right. What is the differential in feed value, 
do you know, between wheat and corn? 

Mr. Parrerson. No, I can’t quote it right now. Wheat carries a 
little bit more than corn, just a slight amount. 

The Cuatrman. Wheat does, a little more? 

Mr. Parrerson. A little more. 

The Cuarrman. So that the possibilities are that it could be pos- 
sible for the wheat support to be as much as the corn support? 

Mr. Parrerson. It is possible; yes, that is right. 

The Cuamman. All right. 

Mr. Parrerson. No. 3, the provisions of any international agree- 
ment relating to wheat to which the United States is a party—that 
would be the International Wheat Agreement, I presume. 

The Cuatrman. What is that, now? 

Mr. Parrerson. Provisions of any international agreement relating 
to wheat to which the United States is a party. , 

The Crarrman. What does that mean ? 
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Mr. Parrerson. I think or presume that to mean that the Inter- 
national Wheat Agreement, if there were a price there, that they could 
not go below, or something like that. ‘ ts 

The CuatrMan. So that again you have to take that into consider- 
ation. , 

Mr. Parrerson. Yes. irtete at ¢ 

The Cuamman. And the wheat price, if it is $1.80, it cannot go 

, ? 
ie, Pisciiedik If that was an agreement we had made, that is 
7 ree CuarrMan. I believe that is about what the price is now. _ 

Mr. Parrerson. No. 4, foreign trade policies of friendly foreign 
exporting countries. I do know this is an example: That there have 
been some foreign countries that we have made an effort to give 
wheat to that have rejected it, and they said the only way we could 
handle it is on a longtime program. ; 

Because if we took it for a year or two and built up our living 
standards and then had to quit, we would be in a serious condition with 
our populace. ae 

No. 5, other factors affecting international trade in wheat includ- 
ing exchange rates and currency regulations. 

The CuairmMan. You are proposing that? I presume you have 
thought it through—you are presenting it to us? 

Mr. Parrerson. That is right. 

The Cuamman. Suppose you were the administrator of the law 
today and taking conditions as they now are, what would the support 
price on wheat be? 

Mr. Patrerson. With this one exception, Senator, I don’t know 
exactly what the minimum is under the International Wheat 
Agreement. 

The Cuarrman. Let us assume it is $1.70—that is what it is. I 
think that is what it is. 

Senator Scuorrret. Very close that that. 

The Cuarrman. I think it is that. Assuming that the international 
agreement on wheat is $1.70, what would the support price for the 
wheat be—that is, which would not be used for domestic consumption ? 

Mr. Patrerson. It would have to be somewhere around that figure, 
if we followed this closely. 

The CuarrmMan. That is about what it is now. 

Mr. Parrerson. We are making another International Wheat 
Agreement. 

Che Cuatrman. I understand that. The point I am trying to make 
is that the support price would be about the same as it is now—not 
far away. So to sell that program and then given that certificate 
that you speak of would be pretty difficult. 

I am taking the negative in this just to bring out the point. 

Mr. Parrerson. That is right. We appreciate that. 

The Cuamman. That is what. I am trying to bring about. 

Mr. Patrerson. This is not the think we wanted in our program. 
If we didn’t have this supply that we have hanging over our heads, 
we would not want this at all. ; 

he Carman. You would depend upon supply and demand? 

Mr. Parrerson. That is right. With this thing, these are some 
of the things that came out of the conference with the Department 
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and the different things that had to be considered in this to protect the 
whole thing. 

In regard to our soil bank: Of course, the machinery part of that 
thing is more or less in the air, but I am afraid that we m the State of 
Kansas at the present time have more overseeding than we ever had. 

If this soil bank can be attractive, where there is some cash around 
there, it will be very beneficial, we believe, and it will get good partici- 
pation. 

As I said to you in our resolution, it was voluntary. We do not 
believe that any new program instigated should ever be compulsory, 
especially the first year, because there are always technicalities in it 
that. nobody can see, everywhere down the line, and then if it does 
not work, we are ready to concede something needs to be done because 
we have to stop building up this stockpile. That is all there is to it. 

The CuarmMan. We talked about the price under the agreement. It 
provides for a minimum of $1.50 and a maximum of $2.05. 

Mr. Parrerson. The minimum is what we are referring to. 

The CuatrMan. My recollection is that the amount now is about 
$1.70 or $1.72—that is about what it is. 

Mr. Parrerson. I think in this the minimum would be considered. 

Senator Scuorrpret. You would think in that, that the minimum 
would be considered, so it would be $1.50, somewhere around there. 

Mr. Parrrrson. Yes. 

The Cuarrman. $1.55. That would mean if the wheat that you 
have on hand cannot be sold for value on the market the owner could 
come in and borrow that much money on it. 

Mr. Parrerson. Yes; that is right. 

The Cratrman. Proceed. 

Mr. Parrerson. I was back to the soil band: Under the condition 
of things, I think the major point with the wheat grower at the pres- 
ent time is that he has to find some way from going broke. That 
enters into funds. When we get into that, if this soil bank comes out 
here, we have a lot of wheat growers that are small growers, with allot- 
ments of 100 acres or less. He has to endeavor to be able to secure 
some type of an income. 

If the soil bank comes out, compulsory or not compulsory, my honest 
belief is that unless he can see some returns from that thing he will 
not participate in it. That was very clear at our annual meeting, be- 
cause he has to do something. 

In other words, if he figures around here that he is going to be 
working on an individual setup here, he has come down to the place 
where he has to have some funds. 

If he sees that he cannot in that thing get a return or it seems 
to me like I have had it presented to me in the thinking nothing has 
been ironelad yet, it would be probably his mere cost that he would 
receive, well that does not bring to him anything in the way of return, 
and there is a question in my mind whether he would participate in 
it, either voluntarily or compulsorily. 

Senator Youna. is I ask a question here? How is the avera 
wheat farmer going to make it when price supports go to $1.81 this 
year and $1.68 next year and $1.50 something the year afterwards— 
that is the definite schedule that you cannot get away from under the 


present program ? 
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Mr. Parrerson. In our meeting, Senator, that the Secretary called, 
we were unanimous when we informed him that we could not make 
i r that program. 

; — hat aaa it? That is our feeling right down the line. That 
is the reason we are so sincere and so earnest here now on this. That 
we just can’t make it under that figure. : 

Whenever you cut the allotment on one end and the price on the 
other it is like chopping rope. 

The CuarrMan. On top of your $1.50, or $1.55 a bushel, if you sell 
your grain into storage, and off the farm, you would deduct another 
10 cents for storage. 

Mr. Parrerson. Yes. 

The Cuamman. And would go down to less than $1.50 a bushel, and 
there is no escape from that under the present program. 

Mr. Parrerson. We can’t see that there is. 

The Cuarrmman. You mean the flexible? 

Senator Young. The surplus situation is such that the price is just 
bound to go down that way if you leave the flexible program in effect 
and the modernized parity formula in. 

Mr. Parrerson. I would like to make this statement to you, gentle- 
men: There is not very good feeling among the wheat growers in our 
State in reference to the corn grower. We had quite a warm meeting 
over that thing, as to where they have filed to participate. 

I understand their compliance this year was somewhere between 
35 and 40 percent, and the rest of them were outside of their allotments. 

I understand they are now suggesting that we have no corn on 
allotments for another year. 

We have felt in analyzing this situation as it has come to us that 
we need to reduce this stockpile that we have; that we would bring 
out of that into the feed channels home figure between 50 and 200 mil- 
lion bushels a year properly channeled into feed. 

We felt like maybe being a good neighbor maybe that should be 
pegged there for a little bit until the feed price stabilized and then 
begin on that. 

I just want you to know the feeling back there about it because 
it is warm on that thing. 

Senator Youne. I would think that wheat farmers would be aroused 
over that proposal. So far as I am concerned, as a farmer, the way 
wheat prices are going we would rather stay out of the wheat program 
entirely. We are in a noncommercial wheat area and largely are 
cattle holdings, and cattle feeding operations. 

_I know other farmers are doing the same thing, and more are plan- 
ning to do that. 

Mr. Parrerson. That thing enters into it. We have had the dif- 
ficulty of the maize situation. 

_Td like to make this statement: I think our wheat farmers in 
Kansas want to be good, true cooperators with the program, but they 
have got to the the place where their funds are gone. They are bor- 
rowing right now. 

_ I could name you instance after instance where they have to bring 
in FHA. The banks can’t handle it any more. It is getting that 
serious. There is no question about it. 
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Senator Youne. Even FHA cannot handle it. They will have to 
liberalize their provisions. 

Mr. Parrerson. That is right. If we have a failure this year from 
Mother Nature, and so forth. there will be a huge number of those 
foldup. The pitiful part of it is that a lot of them are GI’s who came 
back and started. They had to go into debt to get started. 

I wonder what psychological effect that will have on those boys who 
went out here and fought for the country and then came back and 
the very same country takes everything they have. 

Senator Youna. There was a young veteran in my office, in my 
hometown just before I left—one of many, the last one—who had a 
mortgage on his car of $500, and he was about to lose it. He did lose 
it. He had four kids to haul to school. 

The Farmers’ Home Administration, under long-established policy, 
cannot refinance a car. In fact, the policy is against refinancing of 
anything. 

[ think that policy is going to be changed. Here this war veteran 
lost his car and could not haul his kids to school after being broke 
besides. 

Mr. Parrerson. Then there was another point in our resolutions, 
that if we decide to try and reduce this stockpile—and I will say that 
when this came up this was not unanimous, one way or another on 
this discussion of selling that back into feed—some felt like we should 
honor the neighbor in the corn section and some thought we ought 
to tell him where to go—but we do feel if that is straightened around 
this law should be changed so that when the time shows up that it can 
be moved. 

We do not like the philosophy that a lot of it will have to go into 
feed channels, that we will have to admit that. Because it won’t meet 
the requirements of the American miller. Some of it won’t meet re- 
quirements for export. That has to go into that feed channel. 

We do not like to see it go in to CCC at $2 plus and come out at $1. 
The taxpayer does not like that, either. 

Senator Young. Would it help the situation very much if we pro- 
vided the top level price supports to farmers who planted varieties 
of wheat which normally produced good quality wheat? 

When you go into the other phase of it, basing your price support 
entirely on quality, you run into the problem of the grain dealer 
having to test every load of wheat that comes in and he cannot prop- 
erly test it there for baking quality, etc. 

If you took the first step and either penalized a farmer who plants 
varieties of wheat that never produce a good quality of wheat or else 
compensated the farmer who plants varieties that normally produce 
good qualities of wheat—and even the best quality of wheat does 
not every season produce the top quality 

Mr. Parrerson. That is right; go farther than what we have on 
the 20 cents now. 

Senator Youne. Yes. 

Mr. Parrerson. This would be strictly a personal opinion, Senator, 
from looking the situation over in Kansas, this 20 cents has made 
marvelous goal. Maybe the other would make more. 

We have some sections in Kansas that were producing to a large 
extent some of these varieties. Well, the millers just would not buy 
it, that is all, when you got it in carlots. 
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Since that went into effect the po Improvement Association took 
some surveys the other day and it had come down almost to negligible. 
In some of those places where they were running 15 to 31 percent 
of those varieties the seedings last fall showed it was down to less than 
one-half of 1 percent. So that has made a large improvement. 

Maybe the other would make a larger one, I don’t know. 

I think we have to be on that trend somewhere or other. 

There is this other side of it, too, when you look at it. When you get 
to the place where all are producing, then there is no premium left, if 
it is all perfectly good wheat. ; 

Senator Younc. You would have a better chance to export it, 
though. ; 

Mr. Parrerson, You will have a better quality. That is the thing 
we must get at. We must produce quality. You can always leave 
a better taste and a better feeling when you sell something good than 
when you sell something that isn’t good; that is right. 

Senator ScHorpren. In order to clarify the record, your Kansas 
folks that you represent here, start with the idea that something has 
to be done about the surpluses and you are willing to go to practically 
the minimum wheat acreage that we have established now, 55 million 
acres. 

Mr. Parrerson. We have accepted that. 

Senator ScHorrreL. Then do you accept the propernen that what- 
ever program comes out of here—there has been a lot of thought 
given to it, and there have been probably some changes contemplated— 
that there should be adherence to cross compliance? How do you 
feel about that? 

You may not have taken an actual official position on that but how 
do you feel on that personally ? 

Mr. Parrerson. There was no official position taken on it. It was 
discussed. This will be my personal opinion here. 

Senator ScHorrret. Give us your personal opinion, if you have not 
taken an official position on it. 

Mr. Parrerson. Unless there is a revenue to bring this man in some 
income, I mean above cost, I don’t believe he will stand for cross 
compliance. He will take the chance of busting. I think he will. 

If there is a chance of some income revenue over and above cost, of 
course, we figure the soil bank is the same thing as cross compliance, 
he takes this out and leaves it out—no other crop to go on it at all, 
only a soil-conserving crop, either grass or legumes or something like 
that—that there is no use for. 

The CHatrmMan. Proceed, sir. 

Mr. Parrerson. Those are the main points I wanted to bring out. I 
did not want to be in repetition with what went on this morning. 

The Cuarrman. Any further questions / 

Senator ScuorrreL. Do you generally agree with the position taken 
here this morning and very ably presented by Mr. Hughes, of 
Nebraska? 

Mr. Parrerson. Yes; that is our program right down the line. We 
are In agreement. 

Senator Scuorrren. I want to get on record how you folks repre- 
senting your Kansas people here felt about that. 

Mr. Parrerson. That is right. I want you gentlemen to know that 
all of us in Kansas are of this feeling. 
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I want to say this, in addition, we are presenting a domestic parity 
plan. We feel like that we wheatgrow 7 have a right to parity for 
that part which is domestically used. I don’t care whether you call 
it that program or what you call it just so that we get it. 

The CuatrMan. That is 100 percent. 

Mr. Parrerson. Full parity; yes. Because as you look around now, 
this particular year, all of the reports I get indicate, all of the economy 
has had the most prosperous year of any time in their life, excepting 
agriculture, and clear across the board on agriculture we are down 
and still going down. 

We feel there has got to be something done there. There is a 
thing that we cannot understand. 

I might say this: We have been 3 years working on this, a program 
which we want to try to implement ourselves, which will reduce Gov- 
ernment expense tremendously, which will be put on the honor of the 
wheatgrower, right down the line. 

I don’t believe you can ever get any program that will work if it 
is not on his honor, it will bring back to the man the responsibility 
of an American citizen, and it will take out the majority of Govern- 
ment regulations. 

As long as we have this stock and so forth we have to have some 
Government regulations until it is disposed of. And we are unable 
to understand why we haven’t been able to get some real consideration 
on it. 

We think along with this soil bank that improves the program. We 
will be honest with you. That will have a tendency to take out of 
production these crops. 

Of course, we talk about this billion bushels. This is my personal 
statement—this is not from our organization—but to me that is the 
greatest blessing God every gave us. We are setting up here now 
and we have had some comments here lately that we have been near 
war. 

I don’t know it, but they said we had. The thing I wanted to 
bring out is how touchy the American people are. That thing just 
blew up when that came out. 

Well now, if we are going to remain in that category, instead of 
having this 350 million bushels of stockpile, for goodness sakes let 
us have at least half a million bushels in there and let us not reduce 
that stockpile so long as we are in this danger. 

Senator Arken. You would say 500 million bushels would be a fair 
carryover and you would like to reduce what we have down to about 
500 million ? 

Mr. Parrerson. If we are at that dangerous point I don’t care 
whether we reduce it or not. I know we are spending a lot of money 
for storage. To me, as I saw that account so much, I could not help 
but come back to the point where we do have that. 

I am not questioning those figures, that we have that $714 billion 
worth of agriculture program and costing us a million dollars to 
keep it. 

Goodness, check up and let us see what it is costing us for defense 
every day. If this is not a type of defense, I don’t know what you 
call it. If Iam wrong, straighten me out. 

Senator Arken. We do not have $7% billion in Government hands. 
There is a little over $6 billion and the rest is represented by loans. 
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Mr. Patrerson. I am not questioning that. I did not exactly know 
on that figure. I think that is a good thing, regardless of what it is. 
Senator Barretr. I would like to get straightened out on the stock- 
pile and pipeline, so far as this supply of wheat is concerned. 

Take around, say, the first of June or the first of July, you have 
to have a lot of wheat that is normal carryover to take care of before 
the new crop comes down. 

How do you figure the amount of wheat that ought to be on hand 
for our own purposes in addition to this stockpile that you mentioned 

Mr. Parrerson. Normally, the figure has been around 250 million 
bushels. 

Senator Barrerr. Is your testimony to the effect that we ought to 
have 500 million bushels of wheat in stockpile and that 250 million 
that is in the pipeline for supplies—current supplies—is that what 
you mean to say ¢ : 

“ Mr. Parrerson. My point is if I could clear it we should never be 
below 500 million bushels. 

Senator Barrerr. Total pipelines and all? 

Mr. Parrerson. That is right. 

Senator Barretr. That would just be barely enough to take care 
of your normal demands, maybe a couple of hundred million bushels 
more for that year. 

Senator ArkeNn. That is a year’s supply. 

Mr. Parrerson. Full year’s supply, that is right. 

Senator Barrerr. If you have 500 million bushels on hand, why 

you should have enough for any emergency. 
* Senator Aiken. We probably should get rid of around possibly 
five or six hundred million bushels of the total supply on hand at the 
present time. That would about bring it down to the proper level at 
the end of the year. 

Senator Youne. We would be in good shape. 

Mr. Parrerson. Put us in a healthy condition; that is right. 

Senator ArkeNn. I had hoped we could reduce that 100 million bush- 
els a year, then along comes good growing years and high-quality 
wheat. What did we do? Did we add a little or just shrink a little? 

Senator Youne. Just about broke even this year. 

Senator Scuorrrrn. I would like to ask Mr. Patterson this final 
concluding question. Do you desire to have your resolution that was 
passed at your meeting incorporated into the record ? 

Mr. Parrerson. I would like to. 

Senator Scnorpren. I so move, Mr. Chairman, if you think it is 
agreeable. 

The Cuarrman. Without objection, it will be made a part of the 
record. 

(The resolution is as follows :) 


RePorT or THE ResoOLUTIONS CoMMITTEE, Kansas ASSOCIATION of WHEAT Grow- 


ERS ANNUAL MEETING, HUTCHINSON, KANS., JANUARY 9, 1956, ADOPTED JANUARY 
19, 1956 


1. Kansas Association Wheat Growers believes agriculture commodity groups 
are necessary for the best promotion of each commodity. We believe each group 
must recognize the rights and needs of all other groups and all general farm 
organizations. We pledge ourselves to work in close and friendly coopera- 
tion with all such groups and organizations. 
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2. Kansas Association Wheat Growers is proud of the recognition and sup- 
port which has been given them by both industry and producers in the past year. 
The association shall strive with complete integrity to merit increased recog- 
nition. We will represent the composite views of the wheatgrowers of Kansas 
as we are able to determine those views. 

3. We believe the wheat grower must cooperate with others segments of the 
wheat industry to promote the expanded use of wheat, for food and in industry. 
We believe a small tax on each bushel of wheat as it crosses the scale is the 
fairest, the simplest and best method by which this promotion can be financed. 
We believe this assessment must not replace existing or future increased ap- 
propriations for wheat research. 

4. We believe the ultimate aim of wheatgrowers should be a wheat council 
in which all segments of the wheat industry participate. 

5. We believe the following basic essentials to be fundamental to a successful 
national wheat program : 

(a) Assure full parity to wheat producers for the portion of the United 
States wheat crop used for domestic food consumption. 

(b) Make available crop loans to producers at a price level designed to in- 
sure orderly marketing to protect producers of feed grains and of wheat against 
unduly low returns and not disrupt international trade. 

(c) Stimulate maximum economic use and free movement of wheat on a com- 
petitive price basis through regular non-Government trade channels at home and 
abroad. 

(d) Encourage the production of strong type wheat, with full recognition of 
gluten quality factors. 

6. We recommend the enactment of the domestic parity plan, with use of cer- 
tificate as the national wheat program. We believe that this most nearly in- 
corporates the above basic fundamentals. 

7. We believe that a voluntary soil-bank program would work best if used in 
conjunction with the domestic parity plan. 

8. We recognize the fundamental economic principle that any program which 
tends to dislocate production from a low cost area to higher cost areas is detri- 
mental to the industry and costly to the consumer. 

9. We recommend that there be no ad valorem tax on wheat. 

10. There are many areas of research that can help the wheat farmer. We 
need more help from our State college and the USDA. Even with farm income 
down we do not approve of across the board cuts in appropriation to Kansas 
State College as a means of solving the tax problem facing the Kansas Legislaure. 
Their work needs to be expanded not cut back. We recommend the immediate 
appropriation by the legislature of funds to provide greenhouses for wheat 
research. 

11. We recommend that the law be changed so that the selling price of surplus 
COC wheat be left to the discretion of the Secretary of Agriculture. 

12. We recommend that our Secretary be instructed to express to the Hutchin- 
son Chamber of Commerce and to the Reno County Wheat Committee and the 
program committee our heartfelt thanks for arrangements for this convention 


and the courtesies extended. 

Senator Arken. What was the crop in Kansas this year, $140 
million ? 

Mr. Parrerson. A little over that; I believe 171. 

Senator Arxken. The largest crop you ever had was about 2 or 3 
years ago which ran almost $300 million. 

Mr. Parrerson. That is right. Our normal is around 210. That 
is our average, on a 10-year setup. With this allotment that we have, 
it won’t be that high in the normal. It would have to be an exceed- 
ingly good year to get this high. 

Senator Arken. You normally would produce what, 20 percent of 
the Nation’s crop? 

Mr. Parrerson. It produced about 25 percent of the hard red winter 
wheat of the Nation. I believe it is about 18 percent of the Nation’s 
crop. 

The Cuarrman. Thank you ever so much. 

Mr. Parrerson. Thank you. 
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The Cuamman. Our next witness is Mr. Mollin. 
Give us your name in full and your occupation. 


STATEMENT OF F. E. MOLLIN, TREASURER, AMERICAN NATIONAL 
CATTLEMEN’S ASSOCIATION, DENVER, COLO. 


Mr. Mourn. My name is F, E. Mollin. For the past 27 years I 
have been the executive secret ary of the American National ‘Cattle- 
men’s Association. 

At our meeting at New Orleans last week, I retired from that posi- 
tion and was elected treasurer, and will serve for the time being in 
an advisory capacity. 

The Cuarmman. If you desire to put your statement in the record 
you may and then highlight it. 

Mr. Mouuiy. If you please, I would like to handle it that way. 

I would like to call attention to the fact, unfortunately, there are 
some errors in the first paragraph on page 4. I have corrected some 
of them but I didn’t have time to correct all. 

And in the last two lines on page 4, the word “million” should be 
“billion.” My stenographer could not quite envision billions, so she 
dropped down to millions for convenience 

My first appearance before this committee, I might say, was 32 years 
ago when I testified for the association, before I was secretary, in the 
old Capper direct marketing bill. 

So I have been here a good many times. 

Our cattlemen are very much concerned about the soil-bank plan 
and the effect it might have on the cattle industry. 

The resolution we adopted at New Orleans, is shown on page 2 of 
the statement. 

I might say that Secretary Benson in a speech which he made at 
New Orleans stressed the fact that land taken out of corn or other 
major crops, good quality land, and put into grass produced much less 
feed for livestock than were it to remain in its original crop, such as 
corn or oats or barley or something of that kind. 

That is, of course, true, but the fact remains that when we take it 
out of corn and put it into grass, the only way you can harvest that 
grass is with livestock. If it is left in corn, only about 8 or 9 percent 
of the corn produced in this country is consumed by cattle. More than 
twice that much is consumed by poultry, and about almost five times 
that much is consumed by hogs. 

So actually land that is converted from corn to grass has a potential 
of a great deal more actual livestock feed than were it to remain in 
corn, because we don’t anywhere near use our corn in feeding live- 
stock. 

I'd like to call attention to the fact that our industry is getting along 
without Government supports. We do not want them. We never 
have wanted them. We dont’ want supports or direct subsidies of 
any kind, 

I might say that in the year from January 1, 1955, to December 31, 
1955, the average price of ¢ choice slaughtered steers, 900 to 1100 pounds, 


which is the class in the strongest ‘demand, declined at Chicago 24 
percent. 
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That is a terrific decline. But still with that decline we maintain 
our traditional position with regard to Government supports or sub- 
sidies. 

The Crarrman. How are your profits affected ? 

Mr. Moun. The profits have been very lean. Cattle feeders have 
lost much money during the past year. 

The Cuareman. Is it not that class of cattle from 900 to 1,100 that 
are fed that are sold and get the better price ? 

Mr. Mourn. Yes; ey have been in the best ae Unfor 
tunately, the market has been oversupplied all year. As the market 
gradually drifted lower the feeders have held back, “hoping for a re 
covery and the result is that they made a lot of tonnage that was not 
needed, and made the situation worse, and really defeated their own 
purpose because some of these overfed cattle have sold at distressingly 
low prices. 

Senator Barrerr. That is on the long pull ? 

Mr. Morin. That is on the fed cattle. 

Senator Barrerr. The feeders that produce these 900 to 1,100 pound 
steers, ee for a little over 20 cents, how do they come out on those ¢ 

Mr. Mottan. They haven’t done well. Of course, some people who 
probably got off before the market declined so much, some made a 
small profit ; others have taken small losses. As the season progressed 
there have been some bad losses. 

Senator Barrerr. Supposing that the feeder bought these steers at 
18 or 19 cents, along in there, maybe cost him, say 20 cents delivered, 
and they fatten them out and only got $20.59. They could not possibly 
come out on that operation. 

Mr. Mouir. That would be a serious loss. They have to have a 
four to five dollar margin for any reasonably long feed. 

Senator Barrerr. On the whole, all of these fellows that fed out 
these 900 to 1,100 pound steers are bound to have really lost money, 
if they figure labor and corn and feed in the transaction. 

Mr. Mota. That is right. But the fellows that held them too 
long lost the most. 

Senator Barrerr. Those on the long term basis, he was the one that 
got hit heavily. 

Mr. Mourn. So far the range cattle producer whom I largely 
represent——— 

Senator Young. Before you go to that, may I say that it depends 

1 whole lot on the area. My boys : are in the cattle-feeding business. 
They fed about 160 last year. They raised some, and bought some. 
They paid around 1814 cents. They topped the market in West Fargo 
2 out of 3 times they marketed. They got around 2214 cents. 

Mr. Mourn. They did fairly well. 

Senator Youne. With our cheap feed in our area, they made good 
money. And that is why cattle “déding operations are going to in- 
crease in an area like North Dakota. If we lose money in North 
Dakota feeding cattle today they will lose more in Towa. 

Mr. Motx1w. One reason was the fact that on October 1, there were 
19 percent more cattle in the feed lots than a year ago, but they run 
these cattle hard during the last quarter of the year and as a result 
on January 1, 1956, the cattle on feed were only 1 percent above a year 
ago, 
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b s I do think that the outlook is slightly better, although I believe the 
fi officials in the Department of Agriculture think the last half of the 
' vear 1956 will be somewhat better than the first half of the year. 
8 “ Senator Youne. If there was any sizable drop, a further drop in 
a z feed grain prices, that would increase feeding operations. ned 
Mr. Mourn. Except that the people that took a real licking last 
vear, I think they are going to be a little shy on feeding. 
" Senator Barrerr. The situation so far as Senator Young is con- 
cerned and the situation I was discussing are entirely different mat- 
ters, because out in our country we sell these feeder cattle that go 
down into eastern Nebraska and Lowa, Illinois, and places like that 
and they have the shipping costs and all of that to be considered. 
Then if the market was down, for those $20.59, for those steers 
after being on feed, buying even at 1814 cents—from 18 to 20—they 
paid that for that in our part of the country—they do not have a 
(Chinaman’s chance to make out on that, whereas if you are feeding 
right on your own lots up there you could come out. 
a j Senator Youna. We have cheaper grain, too. 
Senator Barretr. Yes. 
Mr. Motu. J. C. Holbert of Iowa, who is a big feeder and sells 


at 


<5 
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- fe lots of cattle to neighboring feeders spoke at our convention at New 
d ' Orleans and stated that on the basis of present prices for fat cattle, 


he predicted that feeder cattle would have to sell next fall at $3 to $4 


a4 
. 2 a hundred less than they brought last fall. 
, 4 Senator Barrerr. You said that you represent pretty much the 
y * range cattleman. As a matter of fact, how did he come out when he 
a got, say, 1844, as Senator Young said, for those steers a year ago. 
2 4 He did not do too well himself. 
e Mr. Moti. We have a gentleman here from Nevada, Mr. Wright. 
4 What did you get for the 2-year-olds? 
’ 4 William B. Wright (honorary vice president, American National 
Cattlemen’s Association, Deeth, Nev.). Eighteen cents for 900 pound 
J 3 steers. 
‘& Senator Youn«e. Heifers or steers, or heifers and steers? 
' Mr. Wrieut. Straight steers. 
: Mr. Moti. He sold them to a feeder in Colorado. By the time 
y 4 they got down to Greeley, they would cost 19 cents delivered, at least. 
a I am sure on the basis of the present market this feeder is bound 
. # to lose a little money on his cattle. 
J Senator Barrerr. Is it not a fact that all of these feeders really 
3 took a beating last year and the ones that fed the longest, and did 
; 3 the worst, of course, they had terrific losses. There is not any two 
a ways about it. 
g Mr. Mottan. I would not say all of them. There are always excep- 
| a tions to every rule. Some who fed heifers got off pretty good early. 


i They have been able to buy them to put into feed lots at very sub- 
| 3 stantial discounts. 
Senator Younes. Two cents a pound. 
Senator Barrerr. More than that. 


i Mr. Mourn. Three or four cents, at least. 
7 Senator Barrerr. I was talking about the overall operation. You 
' ‘annot get down to cases and take them one by one. They have had 


a pretty bad year and they will take it out on the growers next year. 
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Mr. Morir. Unless this cattle market responds during the spring 
and summer we will have a much lower basis for feeder cattle. 
Senator Arken. Do the feeders generally use horomones in their 
feed now ? 
Mr. Mouxrn. To some extent; to a considerable extent. 
Senator Arken. What does that do for them? What is your 
opinion ¢ 
Mr. Moturn. Better gains and a little quicker turn on the cattle. 
Senator Arken. I know they claim for 25 or 30 cents additional 
cost, they can add about the last 75 or 100 pounds. 
Mr. Mourn. They are taking advantage of everything, Senator. 
Senator Arken. That helps offset 
Mr. Morir. That is right. 
Senator Arken. The lower price they get, does it not? 
The Cuatrman. All right, proceed. 
Mr. Mourn. I would like to mention the supply situation. If 4 
there were any need of increasing cattle numbers or beef production at ‘ 
ie 
4 





this time, we would feel differently about the soilbank plan, but our 
cattle numbers are at an alltime peak, about 95,400,000 head, and our 
beef production is at an alltime peak. 

And as I said a minute ago, we have constantly oversupplied the 
market this year. 

There is nothing wrong with the demand. We have a tremendous 
demand, the best we have ever had. But we have just simply over- 
supplied the market, so that the market just cannot shake it off. 

Senator Tuyr. Mr. Mollin, if we do not have a conversion to the 
soil bank plan, we are going to have a feed crop of some kind grown 
on that land, are we not? 

Mr. Morir. Yes. 

Senator Taye. And if you had an additional amount of feed grown, 
do we not have a problem possibly developing that there will be an 
increase of livestock in order to have the animal to consume that feed— 
if not an increase in the population of cattle, you are apt to have a 
longer feeding period a get a heavier poundage on the carcass. 

Mr. Mourn. That is what we had this past year. 

Senator Ture. I know you did. Will not that apt to be a trend 
into the future in the event that you have an abundance of cheap 
feed around the countryside ? 

Mr. Motrin. I think so, although, I would anticipate this year 
that feeders will be more cautious even if there is plenty of feed. 

Senator Ture. If they are cautious, however; then you get an ac- 
cumulation of either CCC stock around in storage areas—— 

Mr. Morty. That is right. 

Senator Tyr. Or you have it in the farmer’s feed bins which 
ultimately will again come out somewhere to go into the livestock. 
If it does not go into beef, you get it into turkeys and pork and if you 
get it cheap enough it has its reflection over into the beef. 

Mr. Mottin. We are much concerned about the soil-bank plan but 
. is a the policing of it rather than being basically opposed to 
the plan. 

Senator Tug. Then would you have an expression, or care to make 
a comment on whether we try to write restrictive measures into the 
law that would specifically provide some protection against the use 
of diverted acres into some competitive crop. 
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Mr. Motu. That is what we want. 

Senator Tuy. That is the diversion acreas. And then we have the 
proposal for the voluntary set-aside in the soil bank, too. 

Mr. Mottin. Yes, that is what we think must be done. 

I'd like to call attention to page 8, paragraph 4, line 10 of S. 2949. 
That purports to be a restriction on the use of grass that is diverted 
from the major crops until 1959, but actually it is no protection at all, 
because it says, unless the Secretary finds it in the public interest to 
do otherwise. You might just as well not have that in there. 

Senator Toye. How would you amend that paragraph? 

Mr. Mourn. I would amend it to provide some penalty for viola- 
tion. I think there ought to be a strict prohibition for at least a 3- 
year period and the penalty ought to be that they would not pay the 
incentive payment to a man who takes the payment and then goes 
and grazes the land. Because otherwise, it is sure to increase cattle 
production. : 

We are right at the ragged edge now where we are trying to get 
along desperately without asking for any special help. We don’t 
want it. 

Senator ArkEN. Suppose that was worded to provide that the 
Secretary could give that permission in the event of flood or natural 
disaster. It is conceivable that a man could lose his field one way 
or another. And if he had land that he could use, there should be 
some provision for it. 

I am sure that is what that is in there for, in order to take care 
of emergency conditions. Maybe the committee could spell it out a 
little bit. 

Mr. Mourn. It seems to me that you ought to have a provision 
that an area had to be declared a disaster area, something of that 
kind, because if you leave it to the discretion of the Secretary we do 
not know who will be Secretary of Agriculture next year. 

Senator Arken. That might be spelled out. I am sure that the 
purpose of it is to take care of emergency conditions. 

Mr. Mottin. It now leaves it wide open. 

Senator Arxen. If that is left in the bill, we can always take care 
of it in the report. 

Senator Barrerr. I wonder if I could inquire here—I appreciate 
everything that has been said here. The thing that is bothering me 
about this particular point is how are we going to get the word to 
the cattle that they are not supposed to graze these diverted acres. 
That is the thing that is bothering me. 

I think it will be pretty nearly an impossible situation for the farmer 
himself to keep cattle off this land. That is the thing that is bother- 
ing me. 

Senator Arxen, I think the answer to that, if we do not divert some 
of it, is they will certainly use a large part of it for raising meat and 
dairy animals. 

Senator Barrerr. I can see where it would be fair to penalize a 
man to take his payments away if he deliberately grazes that land. 
But supposing that the fellow is on a vacation for 2 or 3 weeks and 
those cows see that green grass over there—they will head for it. If 
I know anything about cows, that is the way they will operate. 

Senator Youne. It is not going to be easy to enforce. I think it 
can be done and should be done, too. 
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Senator Barrerr. It has got to be if we are going to protect this, 

Senator Scorr. They do not wait for them to go on vacation. They 
do it mostly on Sunday mornings. 

Senator Tuyr. I was going to say to the Senator, you are not 
going to have many of them going on a 2 or 3 weeks’ vacation that 
7 out in the agricultural area in these times. 

ask this question of you, Senator Barrett, what could you con- 
sae recommend that we do with this farm plant in order to 
get it down ? 

Senator Barrerr. I agree with this one point about disaster where 

fellow would, say, his corn crops were all washed out—under those 
conditions it might be well to have authority here to let him graze 
this land that is diverted, but on the other hands, we are just on the 
ragged edge, instead of my testifying here, I say we are on the 
ragged edge so far as the cattle situation of this country is concerned. 
We have the numbers up to the highest in the history, 95 million. 

On the other hand, the people ‘have increased their consumption 
of beef from 50 pounds on the average in 5 years to 81 pounds today. 
The production of beef, as Mr. Mollin points out in his statement, 
went up from 7 billion pounds in 1950 to 12% billion pounds today. 

So that if we have more competition—in other words, if we divert 
5 percent of the acreage from corn over to grass and it is grazed, we 
are in a terrible shape and you will upset the cattle market pretty 
fast. 

I think we have to write some pretty strong language in this bill 
to see that that land is not grazed if they are paid the full amount 
there. 

Mr. Moir. I think that the real answer is control of the incentive 
payments. 

The Cuatrman. That is what some of us suggest, on these acres that 
are taken out of the allotment, that the payments ought to be made if 
the farmer carried out the program and then if he fails te do that, 
deny him the right to collect on the support prices. Try it that way. 

[agree with you fully. You might as well not have it if you do 
not do it that way. I mean as to that phase of the program. 

When it comes to the conservation part that may be a little different 
but on cultivating acres that you take out of production, the allotted 
acres that are taken out of further production, those ought to be 
tied in with the price support. 

Senator Arken. You mean, Senator Ellender, that the man is 
found in violation of his contract, then when he harvests the crop 
he is not eligible for price support ? 

The Cuamrman. That is correct. If you do not do it that way you 
might as well not have it. 

Senator Younes. I do not think it will be quite as tough to police as 
we think. Under some of our soil-conservation practices now you 
have to have the land plowed by a certain time in order to comply. 

You could require that this grass be mowed at a certain time in 
order to be in compliance, or somewhere it might have to be mowed 
twice. 

With sweet clover there is only one good time when it is good for 
feed. That is a short while. There are other practices that you 
might engage in in order to come in on the program. 

I admit that it is difficult but not impossible. 
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Mr. Mouzin. We had hoped that we had turned the corner on the 
cattle cycle. For the last 2 years the officials of the Department have 
predic ted cattle numbers would be down. Both years they have been 
up. 
This year I do not think they are sare, the figures will not be out 
until about the 12th or so or the 14th of February, but there has been 
an increase in cow slaughter of 2 percent over the last year, cow and 
heifer slaughter, but there has been a decrease in calf slaughter. 

Senator Tyr. Your veal calves are down, a that is where you 
are getting not only a dairy heifer possibility but you are getting 
quite a number of ‘crossbreeding in your dairy herds and you are 
getting some crossbred calves in the dair y section going tow ard your 
feet lot. You can see that. 

Mr. Mottin. One reason they have held these calves back is be- 
cause the heifer calves are selling at such a big discount from the steer 
calves. 

Senator Youne. In my own State cattle numbers have increased 
31 percent in the last 4 years, That is almost entirely because of the 
abundance of cheap feed, nothing else to do with it. 

Mr. Motian. In the South Atlantic States I have some figures on 
that. The cattle numbers between 1940 and 1955 have inereased 112 
percent; in the South Central States, it increased 70 portant in the 
western region, 67 percent; in the entire United States, 83 pere ent. 
That is in a 15-year period going back before the st: rt of World 
War I]—about that time. P% wrt of that is due to diversion. 

Senator Youne. Part of it is due to doing away with horses and 
mules. 

Mr. Mera. Yes. 

Senator Younc. Now we have less than 5 million. 

Mr. Motirn. The point is that we have about reached the limit so 
that we cannot absorb any more increase. 

Senator Youne. I agree with you. 

Mr. Motxin. We are rather at the point where we are just barely 
getting by. If we have anything else come on that tends to increase 
cattle production we are going to have a bad situation in the cattle 
industry. Iam sure that none of you want that. 

The CHamman. Anything else, Mr. Mollin ? 

Mr. Monaury. That is all. 

The Cuarrman. Thank you ever so much. 

Senator Barrerr. I think the committee is all agreed that they 
are going to write some protective language in there on that point. 

(Mr. Mollin’s prepared statement is as follows :) 

I represent the American National Cattlemen’s Association with headquarters 
at Denver, Colo. For the past 27 years I have been executive secretary of that 
organization, but retired from that position at our convention in New Orleans, 
La., last week. I am now serving as treasurer and in an advisory capacity. 
Previous commitments on the part of our new president, Don Collins of Kit 
Carson, Colo.; and our new executive secretary, Radford 8S. Hall of Denver, 
Colo., made it necessary for me to pinch-hit for them in this emergency. 

There are 27 Stute associations affiliated in the American National, 4 na- 
tienal breed associations representing the principal beef breeds, and some 80- 
odd local and regional associations. Also, there is a seattered individual mem- 
bership in other States. We are truly the most representative national cattle 
organization in the United States. 


The following resolution was unanimously adopted at the New Orleans con- 
vention with 1,647 cattlemen and cattlewomen present, coming from 37 States. 
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Sort BANK RESOLUTION 


Whereas the United States Department of Agriculture is proposing to develop 
within the national farm program a soil bank by retiring productive farm acres 
into production of soil building legumes and grass crops; and 

Whereas increased grazing land and forage production would further increase 
the already surplus supply of beef, thereby further jeopardizing the economic 
position of ranchers and longtime beef producers of this Nation: Therefore be it 

Resolved, That soil-bank acreages not be used for grazing livestock or for the 
production of such forages as hay, silage, or seed under any circumstances. 

Secretary Benson in addressing our convention at New Orleans, stressed the 
statement that production of grass per acre resulted in much less animal feed 
per acre than where the same acreage was devoted to the production of feed grain 
crops. I call attention, however, to the fact that any land devoted to grass pro- 
duction can be utilized only by cattle, sheep, or horses, unless used strictly as 
a green fertilizer. Further, that only approximately 8 or 9 percent of the 
corn raised in this country is fed to cattle, whereas almost twice that amount 
is fed to poultry, and approximately five times that amount is fed to hogs. 
Consequently, land taken out of corn and planted to grass would actually pro- 
duce much more feed that could be used for livestock than were it to remain in 
corn, and of course the same statement can be made even more forcibly with 
respect to land taken out of cotton and planted to grass. 

T call your attention to the fact that between January 1, 1955, and December 
81, 1955, the price of choice slaughtered steers 900- to 1,100-pound class, Chicago, 
declined from $27.10 per hundredweight to $20.50 per hundredweight, or a per- 
centage decline of 24 percent. 

Despite this huge decline in price, the cattle industry is sticking by its guns 
and maintaining its traditional position of opposition to Government controls 
of any kind and especially price supports or direct subsidies. It is needless 
to say that the situation in the cattle industry is critical. A speaker at our 
New Orleans convention warned that on the basis of present fat cattle prices, 
feeder cattle this fall would have to sell $3 to $4 per hundred cheaper than in 
the fall of 1955. 

It is self-evident that the decline in cattle prices referred to above is the 
direct result of an oversupply. The demand for beef is at a record high, but 
the fact remains that the market has been almost constantly oversupplied 
throughout the past year or two with the resultant deadly effect on prices. 

Cattle numbers on January 1, 1955, were also at an all-time high. For the 
past 2 years the United States Department of Agriculture statisticians have 
officially predicted a decline in cattle numbers, but each year the number has 
increased rather than declined. This year again it is expected that there may 
be a slight decrease in numbers, but the decline, if any, is expected to be rela- 
tively small. 

The number of cattle on feed January 1, 1956, according to a release just 
issued by the Department of Agriculture, is up 1 percent from a year ago. The 
estimated number January 1, 1956, was 5,823,000 head, while the average of 
the 5-year period from 1950-54 was 5,001,000. 

Another comparative figure that will show that the meat needs of the Nation 
are being adequately met now is that domestic meat production in 1940 amounted 
to 19,076,000 pounds while 1955 production was estimated at 26,700,000 pounds. 
Of this 1955 total, 13814 million pounds are beef. While beef production in 1940 
amounted to 7,125,000 pounds. 

Again making a comparison of 1940 and 1955, to illustrate the greatly in- 
creased production capacity of the beef cattle industry, in 1940 there were 
10,676,000 beef cows and heifers 2 years old and older; while on January 1, 
1955, there were 24,166,000 or over twice as many. We believe that these figures 
definitely show the beef cattle industry is more than keeping pace with the 
demand. At this point it is struggling desperately to pull out of the present 
unhealthy situation without Government help. Any move to expedite shifting 
from grain or cotton production to beef production would surely be disastrous 
price-wise. 

There has already been a substantial shift from basic crops to livestock pro- 
duction, and the cattle industry has accepted this development and as stated 
above is making a desperate effort to get on a sound economic basis at the new 
level of production, but the proposal to shift at least 25 million more acres 
from basie crops to livestock production with the aid of Government payments 
cannot now be successfully put into effect. This is particularly true in view 
of the fact that beef is a nonstorable, perishable commodity. 
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We submit that it would be a most difficult problem to police the use of land 
planted to grass even with the fullest cooperation of the land owner or tenant. 
Where there is lush grass and livestock in the same area they have a way of 
setting together whether or no. It would seem that some rather drastic penalty 
must be provided to insure the protection of the cattle indusry against a stimu- 
lant to production that at this critical period could drastically damage the whole 
industry. 


The Cuairman. All right, Mr. Montague. 


STATEMENT OF JOE G. MONTAGUE, ATTORNEY FOR TEXAS AND 
SOUTHWESTERN CATTLE RAISERS’ ASSOCIATION, FORT WORTH, 


TEX. 


Mr. Monracue. Mr. Chairman, there are only two phases of this 
that I want to comment on, and you gentlemen have already been 
talking a lot about one of them. 

That is, with reference to S. 2949 and the committee report that I 
believe is being considered at the same time by the committee here. 

The first is this soil bank feature. With reference to that, when 
this matter first came up last summer, and it received quite a lot of 
notoriety and publicity. On the 1st of November I wrote Mr. Benson 
a letter which I would like to read to you gentlemen here because it 
brings out some of the ideas that you have been talking about and 
elaborates on them a little bit. This is addressed to Secretary 
Benson. 


This letter follows a conversation we had this morning in which the subject 
discussed was “diverted acreage.” You indicated to me that you and your 
assistants were now studying the problem and that you would like to have 
a written expression of our ideas on the subject. 


By diverted acreage we were just discussing that type of acreage 
which was taken out of the production of supported crops. The other 
idea had not been advanced at that time. 

The second type of this soil bank acreage: 


By “diverted acreage” I mean that land which has been, or which will be, 
taken out of the production of crops that have price supports under the law, 
such acreage being the amount in excess of the legal limitation fixed in the 
administration of the price support law. This diverted acreage cannot be used 
to produce any of the supported commodities. 

So the question arises: “For what should this diverted acreage be used?’ 

From the standpoint of the beef-cattle producers, and I am sure the same 
applies to dairy-cattle producers although I do not speak for the dairy industry, 
some unfortunate statements have been made concerning the use to which this 
diverted acreage should be turned. These statements, some of them by per- 
sons in high official position, have been to the effect that such diverted acreage 
should be planted to forage, grass, and legumes and used for grazing livestock, 
especially cattle. 

Such statements are of grave concern to us. 

As you know, the beef-cattle industry has taken a terrific beating during the 
last few years. Prices today are very much lower than they were and cattle 
numbers have been steadily and rapidly increasing. During the past 3 years 
cattle numbers have risen from 87,844,000 on January 1, 1952, to 95,483,000, 
the present reported number. At the same time, the average liveweight price 
on beef cattle has decreased from the January 1, 1952, price of $27.30 to $15.30 
per hundredweight, the present reported average price. 


It is a little less than that now. 


wl On January 1, 1952, cattle were selling at 137 percent of the calculated parity. 
Today they are selling at 73 percent of such parity. 


Now 67 percent, I believe. 
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The inventory value of all cattle on January 1, 1952, was $15,722,846,000. On 
January 1, 1955, the inventory value was $8,478,697,000. In this same period of 
time there was an increase in cattle numbers of 7,589,000. 

The conclusion to be drawn from these statistics is clear. During the 3-year 
period of from January 1, 1952, to January 1, 1955, cattiemen not only suffered 
an inventory loss of $7,244,149,000, but, in the same time, have produced 7,589,000 
head of cattle for nothing. ; 

Nevertheless, cattlemen have taken all this with consistent courage and re- 
markable perseverance. They have never weakened in their refusal to seek or 
even accept a system of price supports for cattle. And cattlemen will never 
change in their attitude to this proposition. They wish to continue to operate 
on a natural market, without governmental control and without governmental 
intrusion into their business. That is the nature of the cowman. 

These statements are considered appropriate in a discussion of the diverted 
acreage problem becasue there is grave danger that the handling of that problem 
may develop into just such an intrusion into the cattle business by the Government 
as has long been and is now feared by cowmen. 

The total of diverted acreage is reported as being approximately 30 million 


acres 


I believe the Secretary’s report is now 40 million— 


such land is already improved acreage. It is cultivated land, generally capable 
of far greater production than ordinary rangeland. Much of this acreage would 
support a cow to the acre. I do not believe it would be n exaggeration to state 
that the 30 million acres of diverted land would carry and support at least 10 
million cows. 

And if the owners of this diverted land follow the advice and suggestions that 
have been made to them and run eattle on this land, it is believed that they 
would use cows and produce and market calves. 

This would aggravate an already dangerous situation. It would add 10 million 
head to the cow numbers in this country and at least 8 million head to the annual 
increase in total cattle numbers. 

And we already have more than an adequate cattle population. Our present 
cattle population is more than sufficient to supply the demand. Im fact, there 
have been numerous recommendations made to the industry to reduce cattle 
numbers. 

rom our economic standpoint the cattle industry cannot stand the increase in 
numbers that would follow the acceptance of the recommendations that have 
been made to the owners of diverted acreage. 

An uneconomical surplus would result and that would be disastrous to the 
industry, with serious repercussions throughout the whole economic structure 
of this country. This is true because the cattle industry is so basic and so tied 
into the national pattern that such a disaster would not be confined to just the 
cattle industry. 

And it would be grossly unfair to all those people who are now in the cattle 
business and who have so been for many years, to now allow this diverted 
acreage, which is the result of an ex. nsive plan of subsidization, to be used in 
competition with natural grazing and wholly unsubsidized land. 

Such an increase in cattle population, especially in cows, could easily develop 
such a surplus that the Government would be confronted with still another large 
item in its already troublesome “surplus problem”’— 


Senator Thye, you dealt with that a minute ago. 


And the industry would be confronted with a dilemma, not of its own making. 
Unsubsidized cattlemen would either have to go out of business or join the ranks 
of the subsidized. By handling diverted acreage so that an unwieldy surplus 
of cattle results, the same situation would be developed in the cattle industry 
that caused the diversion of acreage from other industries. The problem would 
just be transposed from one commodity to another. Thus, instead of solving a 
problem, a new and probably more difficult one would be created. 

Cattlemen deserve fairer treatment than this at the hand of their Govern- 
ment. They do not fear competition from each other, but they dread competi- 
tion with the Government and its subsidy complex. 

For these reasons, cattlemen ask you to take another look at this diverted 
acreage program. And when you do, as I am sure you will, it is sincerely hoped 
that you will come up with a plan for such land that will not be a hazard te 
the existing cattle industry and to the economy of the country. 
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Secretary Benson quickly replied to this letter giving us assurance 
that he was studying the problem involved and his recommendations 
made to this committee in his testimony and in S. 2949, which I under- 
stand to be the departmental bill, demonstrate that the Secretary is not 
only aware of the dangers pointed out in the quoted letter, which I 
understand to be the dep: irtmental bill, the bill now under considera- 
tion submitted by the administration, but he advises a course of legis- 
lation he believes would avoid such dangerous results. 

We appreciate the Secretary's attitude when he recommends that, 
in the event the Congress authorizes the installation of the soil bank 
plan, the diverted acreage, also called the reserve acreage, is not to be 
used for grazing of livestock. 

Our concern now is in how the prohibition against the use of this 
diverted acreage can be practically enforced. To avoid the dangers 
pointed out, this prohibition must be in plain and unmistakable lan- 
guage and the method of enforcing it must be set out in the act so that 

will be effective. 

"Ga pages 4 and 8 of Senate bill S. 2949, you have this language, 
about the same in both places— 
shall not harvest any crop or graze the reserve acreage unless the Secretary 
determines that it would be in the national interest to permit grazing and gives 
consent thereto. 

I take this view of that language: That certainly is not in itself 
sufficient to give the cattle industry any assurance that it will not be 
grazed. It does not provide for any penalty, and then it leaves the 
sword of Damocles hanging over us—the Secretary may at any time 
determine that the land ought to be grazed. 

He does not state with reference to wheat or corn or rice or any- 
thing else, in the event that the Secretary determines that in the na- 
tional interest it be required, they be allowed to use it for producing 
rice or wheat or corn or whatever it might be. 

So I do not understand why he singles out this particular type of 
acreage and says that the Secretary may allow it to be grazed. 

Senator ArkEN. Is that not true because in the case of the a acreage 
reserve it is a l-year contract, and in the conservation reserve it allows 
contracts up to 10 years? They could hardly establish grazing in 
1 year. Anyway, I think under the acreage reserve they would be 
prohibited from cropping or raising or selling anything off it. I 
think that probably accounts for it. 

Mr. Montacur. They provide on page 8 on this type of acreage 
that the contract shall run to January 1, 1959, so I don’t understand 
that. 

Senator Arken. I understood from the message that it would be on 
a year-to-year basis. 

Mr. Monraeve. Yes, but the language of the bill that is offered, 
as I understand, to be the departmental bil]—— 

Senator ArkEN. It probably should be in it if it is a 4-year contract 
that is made. 

Mr. Monracue. Yes, sir; I recommend to the committee that you 
put it into language there that is unmistakable. And I do not fear 
Secretary Benson on this feature, but I do not know who will be in 
there—don’t know what the result will be down the line, and I don’t 
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like to give anybody such powerful discretionary powers over the 
industry. 

If you are going to have a contract, let us have one. 

Senator Arken. If the same safeguard were put in the conservation 
acreage reserve, you would be happy. That is, if that langauge were 
put in the other part of the bill on conservation reserve, you would 
be much happier ¢ 

Mr. Montacue. I would; yes, I would. 

Then I think there should be some type of penalty provision in case 
they do graze it they lose price supports on the land that this was 
diverted ‘from, on which they are getting price supports—some such 
provision as that to protect us against the use of that land for grazing 
pur poses. 

How you are going to actually enforce it on the ground that still 
is something I do not understand, because a lot of that land will not 
be fenced. It will be a part of an open field and there will be no fences 
between it and the other land. I do not know how it will be done. 

Senator Barrerr. You will just have to have a fence. 

The Cuatrman. In the case of corn and wheat the farmer protects 
himself. 

Senator Barrerr. Yes. 

Mr. Monracur. Take a corn crop. After he gathers his corn in 
the fall then he turns cows and hogs in there to glean it. 

Senator Turn. The judge is entirely right. Once in the acreage 
diversified area you may have taken your crop of corn off and you 

can electrically fence or you have permanent fence and you let the 
livestock in there. They run over the corn stalks; they go in and they 
browse. 

In one of your so-called conservative acres, or conserved acres, or 
diverted acres into clover, they will graze that along with the corn 
stalks and they have 2 or 3 months of feed and they can stretch their 
winter supply by several months by having feeding in that clover or 
alfalfa or that meadow that should have been absolutely held away 
from any pasture or grazing. 

So that phase of it has got to be written in or otherwise your pro- 
gram is no more effective than when you diverted acres from any other 
crop into another feed crop. 

Senator Barrerr. It has to be done or you cannot have any pro- 
tection. 

Senator Ture. It is useless to contemplate production in your farm 
plant unless you put some specifics in there to make it mandatory 
that they leave it idle. 

Senator Arken. I think the language of the bill is broad enough 
so that the Secretary could require fencing. 

Mr. Monvacue. I would like a little legislative history on that in 
the report or something. There has got to be something done or 
else your program won t ever be successful. 

Now, then, the second part of my statement is very short, very 
simple. 

You have heard testimony from other witnesses recommending the 
adoption of a price-support program for all agricultural products 
including beef cattle. None of the witnesses making such recom- 
mendations represented beef cattle producers and did not claim to 
do sO, 
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You are all aware of the firm stand heretofore taken before this 
committee and reiterated many, many times by our association and 
by every other established organization of beef cattle producers. ' 

“We have always opposed price supports for beef cattle. We still 
oppose such supports and unless the character of cowmen undergoes 
a complete change—which is not going to happen—we will always 
oppose any and all programs that would establish price supports for 
beef cattle. Our reasons for our position have often been stated to 
vou. It would, therefore, be unnecessary consumption of time to 
repeat them now. 

My organization and I personally wish to thank the committee 
for this opportunity to express our views. ' ; 

You have had some testimony here from other witnesses again 
advocating to you that the Congress enact a law providing for price 
supports, some at 100 percent of parity, some of them up to 90, on 
all agricultural products including livestock, cattle. _ 

I remind you gentlemen that you have heard our industry speak 
through our different organizations many, many times. We have 
always opposed price supports for livestock, for the beef cattle indus- 
try. We still oppose it. I am very confident we will always con- 
tinue to oppose price supports for the beef cattle industry. 

I can’t help but say this as I pass along: That I have the greatest 
admiration and a lot of sympathy for you men sitting on this com- 
mittee. I have been listening all week to the various different com- 
modities and industries coming in here and telling you their troubles 
and you have got to be as versatile as Lorenzo ever was; you have to 
know all about every kind of commodity. 

That is a little bit difficult in itself and I am sure you gentlemen 
elected to the position you are in are bound to know it, but in addi- 
tion to knowing all of that, I have reached this conclusion: That 
these commodities that have price supports are the ones that are in 
the worst fix of all. 

[ think our position, aside from other angles—our position against 
price supports for our industry is justified by listening to the story 
of the other commodities that are in trouble. That is one addition 
that I want to add to our other. 

Senator Scorr. I would like to ask the judge, since he has heard 
all of these discussions here and I have not myself because I have been 
on other subcommittees, what he thinks of the excise tax on these 
different products to support rather than excise tax like you have got 
on tobacco now—rather than burden the Treasury with this. 

Mr. Montague. I don’t believe I have heard anybody discuss that 
angle here this week. 

Senator Scorr. I think some gentleman, Mr. Thatcher, I believe, 
discussed it. 

Mr. Montacur. That was the one that I didn’t hear. 

You mean to make each industry be self-supporting in its own sup- 
ports and raising the money for its own supports? 

Senator Scorr. That is right. 

Mr. Monracvue. I have always taken this position, that I do not 
know enough about other commodities outside of cattle to have any 
definite ideas about that and I just think it would be a little ‘bit 
presumptuous on my part to express any opinion, 
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Whether I have a haphazard opinion or not, I never express an 
opinion with reference to the price supports with reference to other 
commodities. That is their business, and I don’t know anything about 
it. 

Senator THyr. You are a wise man. 

The Cuarrman, Are there any further question ? 

We thank you and your entire statement will be made a part 
the record. 

(The statement is as follows :) 


My name is Joe G. Montague and I reside in Fort Worth, Tex., my office being 
in the Fair Building in that city. Iam attorney for the Texas and Southwestern 
Cattle Raisers’ Association, which is an organization of beef cattle producers 
with its office also in Fort Worth, Tex. 

This statement is made with reference to S. 2049 and the committee print of 
January 17, 1956. It is my impression that your committee is considering the 
two referred to instruments, anticipating the final committee production of an 
agricultural bill for 1956. 

My statement will be very brief as there are only two points with reference 
to this agricultural legislation now being considered by you that I would like ta 
comment upon at this time. 

I. THE SOIL BANK 


Since the proposal for the establishment of a soil bank or acreage reserve 
deals almost exclusively with cultivated lands—farms—we do not feel it to be 
appropriation for us to either recommend or oppose this suggested plan. But, 
because our beef-cattle industry may be very directly affected by the adoption 
of the program unless safeguards are afforded us, we do want to stress the point 
that such safeguards must be practical and must be effective. 

When the idea of a soil bank was first developed and for a considerable 
length of time thereafter the statements made by officials of the Government 
and by many others advocating the plan all suggested that this diverted acreage 
should be planted to grass and other forage and used for livestock grazing. 
These statements aroused our keen interest and inspired me to write a letter 
to Secretary Benson outlining our views on this subject. Because that letter 
expressed our views rather fully and is a part of the departmental record, 
I now quote it to you: 

WasHINGTON, D. C., November 1, 1955. 
Hon. Ezra T. BENSON 
Secretary of Agriculture, 
Department of Agriculture, Washington, D. C. 

Dear Str: This letter follows a conversation we had this morning in which the 
subject discussed was diverted acreage. You indicated to me that you and 
your assistants were now studying the problem and that you would like to have 
a written expression of our ideas on the subject. 

By diverted acreage, I mean that land which has been, or which will be, 
taken out of the production of crops that have price supports under the law, 
such acreage being the amount in excess of the legal limitation fixed in the 
administration of the price support law. This diverted acreage cannot be used 
to produce any of the supported commodities. 

So the question arises, For what should this diverted acreage be used? 

From the standpoint of the beef-cattle producers, and I am sure the same 
applies to dairy-cattle producers although I do not speak for the dairy industry, 
some unfortunate statements have been made concerning the use to which this 
diverted acreage should be turned. These statements, some of them by persons 
in high official position, bave been to the effect that such diverted acreage 
should be planted to forage, grass, and legumes and used for grazing livestock, 
especially cattle. 

Such statements are of grave concern to us. 

As you know, the beef-cattle industry has taken a terrific beating during the 
last few years. Prices today are very much lower than they were and cattle 
numbers have ben steadily and rapidly increasing. During the past 3 years cattle 
numbers have risen from 87,844,000 on January 1, 1952, to 95,483,000, the 
present reported number. At the same time, the average live-weight price 
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on beef cattle has decreased from the January 1, 1952, price of $27.30 to $15.30 
per hundredweight, the present reported average price. 

On January 1, 1952, cattle were selling at 137 percent of the calculated parity. 
Today they are selling at 73 percent of such parity. 

The inventory value of all cattle on January 1, 1952, was $15,722,846,000. 
On January 1, 1955, the inventory value was $8,478,697,000. In this same 
period of time there was an increase in cattle numbers of 7,589,000. 

The conclusion to be drawn from these statistics is clear. During the 3-year 
period of from January 1, 1952, to January 1, 1955, cattlemen not only suffered 
an inventory loss of $7,244,149,000, but, in the same time, have produced 7,589,000 
head of cattle for nothing. 

Nevertheless, cattlemen have taken all this with consistent courage and 
remarkable perseverance. They have never weakened in their refusal to seek 
or even accept a system of price supports for cattle. And cattlemen will never 
change in their attitude to this proposition. They wish to continue to operate 
ou a natural market, without governmental control and without governmental 
intrusion into their business. That is the nature of the cowman. 

These statements are considered appropriate in a discussion of the diverted- 
acreage problem because there is grave danger that the handling of that problem 
may develop into just such an intrusion into the cattle business by the Govern- 
ment as has long been and is now feared by cowmen. 

The total of diverted acreage is reported as being approximately 30 million 
acres. Such land is already improved acreage. It is cultivated land, generally 
capable of far greater production than ordinary rangeland. Much of this acreage 
would support a cow to the acre. I do not believe it would be an exaggeration to 
state that the 30 million acres of diverted land would carry and support at least 
10 million cows. 

And if the owners of this diverted land follow the advice and suggestions that 
have been made to them and run cattle on this land, it is believed that they 
would use cows and produce and market calves. 

This would aggravate an already dangerous situation. It would add 10 mil- 
lion head to the cow numbers in this country and at least 8 million head to 
the annual increase in total cattle numbers. And we already have more than 
an adequate cattle population. Our present cattle population is more than 
sufficient tc supply the demand. In fact, there have been numerous recommenda- 
tions made to the industry to reduce cattle numbers. 

From our economic standpoint the cattle industry can not stand the increase 
in numbers that would follow the acceptance of the recommendations that have 
been made to the owners of diverted acreage. An uneconomical surplus would 
result and that would be disastrous to the industry with serious repercussions 
throughout the whole economic structure of this country. This is true because 
the cattle industry is so basic and so tied into the national pattern that such a 
disaster would not be confined to just the cattle industry. 

And it would be grossly unfair to all those people who are now in the cattle 
business and who have so been for many years, to now allow this diverted acreage, 
which is the result of an extensive plan of subsidization, to be used in competi- 
tion with natural grazing and wholly unsubsidized land. 

Such an increase in cattle population, especially in cows, could easily develop 
such a surplus that the Government would be confronted with still another large 
item in its already troublesome surplus problem. And the industry would be 
confronted with a’ dilemma, not of its own making. Uusubsidized cattlemen 
would either have to go out of business or join the ranks of the subsidized. By 
handling diverted acreage so that an unwieldy surplus of cattle results, the 
same situation would be developed in the cattle industry that caused the diver- 
sion of acreage from other industries. The problem would just be transposed 
from one commodity to another. Thus, instead of solving a problem, a new and 
probably more difficult one would be created. 

Cattlemen deserve fairer treatment than this at the hand of their Government. 
They do not fear competition from each other, but they dread competition with 
the Government and its subsidy complex. 

For these reasons, cattlemen ask you to take another look at this diverted- 
acreage program. And when you do, as I am sure you will, it is sincerely hoped 
that you will come up with a plan for such land that will not be a hazard to 
the existing cattle industry and to the economy of the country. . 

Respectfully, 
Jor G. MONTAGUE, 
Attorney, Teras and Southwestern Cattle Raisers Association. 
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Secretary Benson quickly replied to this letter giving us assurance that he 
was studying the problem involved and his recommendations made to this com- 
mittee in his testimony and in S. 2949, which I understand to be the depart- 
mental bill, demonstrate that the Secretary is not only aware of the dangers 
pointed out in the quoted letter, but he advises a course of legislation he believes 
would avoid such dangerous results. We appreciate the Secretary's attitude 
when he recommends that, in the event the Congress authorizes the installation 
of the soil-bank plan, the diverted acreage also called the reserve acreage is 
not to be used for grazing of livestock. 

Our concern now is in how the prohibition against the use of this diverted 
acreage can be practically enforced. To avoid the dangers pointed out, this 
prohibition must be in plain and unmistakable language and the method of 
enforcing it must be set out in the act so that it will be effective. 


PRICE SUPPORTS 


You have heard testimony from other witnesses recommending the adoption 
of a price-support program for all agricultural products including beef cattle. 
None of the witnesses making such recommendations represented beef-cattle 
producers and did not claim to do so. 

You are all aware of the firm stand heretofore taken before this committee 
and reiterated many, many times by our association and by every other estab- 
lished organization of beef cattle producers. We have always opposed price 
supports for beef cattle. We still oppose such supports and unless the character 
of cowmen undergoes a complete change—which is not going to happen—we 
will always oppose any and all programs that would establish price supports for 
beef cattle. Our reasons for our position have often been stated to you. It 
would, therefore, be an unnecessary consumption of time to now repeat them. 

My organization and I personally wish to thank the committee for this oppor- 
tunity to express our views. 

Respectfully, 
Joe G. MonTaave. 

The Carman. We will stand in recess until next Monday at 10 
o’clock. 

(Whereupon, at 3 p. m., the committee recessed to reconvene at 10 
a.m., Monday, January 21, 1956.) 
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MONDAY, JANUARY 23, 1956 


Untrep States SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m., in room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman of the 
committee) presiding. 

Present: Senators Ellender, Anderson, Humphrey, Scott, Aiken, 
Young, Thye, Hickenlooper, and Schoeppel. 

The Cuarmman. The committee will please come to order. 

Senator John Stennis of Mississippi has asked to make a short 
statement. 

Senator, the floor is yours. 


STATEMENT OF HON. JOHN STENNIS, A UNITED STATES SENATOR 
FROM THE STATE OF MISSISSIPPI 


Senator Srennis. Mr. Chairman and gentlemen of the committee, 
I have a statement here on some major phases of the bill that I would 
like to include in the record, if I may, and then speak briefly to one 
particular point that I think cannot be overemphasized. And that 
is something, gentlemen, to meet our situation with reference to the 
small, family-size cotton farmer. Particularly, this measure that I 
want to include in the bill is a national reserve acreage of at least 2 
percent, because the pinch of this program is literally driving great 
numbers of these little fellows off of their own land. 

Now, in the change, in the transition we are going through, some 
of that is natural and should be done, maybe. We are getting alon 
somewhat in industrializing, but my point is that the operation o 
this program, the very opposite from what it was intended in its spirit 
in the beginning is liquidating these farms and driving them off their 
land. It has gotten down to where, under the present allotment law, 
it reduces them to less than 1 acre in many cases, or less than an acre 
and a half or less than 2 acres, or less than 3 acres. 

Now, you know that a man must have 3 or 4 acres or somewhere in 
the neighborhood of that to make any appreciable part of his living on 
the farm. The situation last year was this: Last year, in 1955, there 
were 55,000 renters that were really driven off the land through the 
operation of this law. And they are living on land where a man had 
10, 15, 20, or 25 acres, up to 100 of cropland. The larger size farm 
managed with the right attitude can cut down some acreage on all 
tenants and take care of them, or maybe just let one go. But this little’ 
fellow, all in the world he has is this little land that he owns. Maybe 
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it has been in the family for 100 years, and he has been willing to stay 
there with it. There is no adjustment he can make. When you pinch 
down on that acreage, that is the end for him. 

Now, this proposal that I make—and I have got the figures on just 
how many were affected if this minimum had been adopted for 1956 
allotment—I am talking about these very small ones, down to 4 acres 
or less. In my home State a small farm minimum allotment would 
have affected 53,645 farmers. In Alabama, 64,274 farms would have 
received some relief. Now, these are figures worked up by the Depart- 
ment of Agriculture. In North Carolina, there would have been 

59,167 affected, and in Georgia, 38,594. 

Now, gentlemen, what are we going to do about this? I am fairly 
familiar with the Cotton Belt. Skipping, now, east Texas and 
Louisiana and Arkansas for a minute, when you start east and cross the 
Mississippi River and go about 40 miles across that rich delta land and 
hit the hills of west Mississippi, from there to the Atlantic Ocean 
thousands of people are being driven off their land because of the 
operation, the pinching operation, of this law. 

Senator Humpurey,. Is that under the allotments? 

Senator STeNNis. Yes, that is under these allotments th: at put it 
down on the historical basis. They are the smallest operators to start 
with. Their history is not perfect from year to year as to how much 
acreage they have. You can say there is some blame on them or there 
is some blame on the State committees. But the big factor is that these 
men are being driven off their land, and it is not morally right; it is 
not politic ally right. 

Senator Tuyr. Mr. Chairman, I would just like to ask Senator 
Stennis one question. 

The CHairMan,. Senator Thye. 

Senator Tuy. Senator, is there any possibility of those little farm- 

ers diverting and developing any other type of farm operation or 
agricultural enterprise on that land ? 

Senator Srennis. Yes. Those of them that are able to hang on and 
stay there are doing that now, Senator. 

Senator Tuyr. How would they convert? Would they convert to 
liv estock, or-— 

Senator STennis. Well, in the area where I live, yes; that is one of 
the most. immediate things. They convert to various things. They 
are going somewhat into truck crops and these diversions have bene- 
ficial effects. But my point is, this thing has gone so far you are drill- 
ing right down in the quick of the tooth. You are right on the nerve, 
and you just press so hard on them as to their cotton acreage that they 

cannot keep their heads above the water. They must have something 
of a money crop, some kind of basic crop to build around. 

Senator Tyr. On an average, how big would their farm unit be in 
acreage ¢ 

Senator Stennis. Oh, these farms run—the little places in cultiva- 
tion—maybe 5 to 20, and sometimes more. But this cotton acreage is 
down to, say, less than 2 acres, or less than 3 acres. 

Now, this is no theory with me. I have been out on this land, these 
little places that I have known all my life. I know the people. | 
have known their fathers and their grandfathers, and I know the land 
and I know who lives there. 
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Senator Ture. Senator, if you drive them to the cities, what would 
they have to do? 

Senator Stennis. Let me get back to my thought. 

Senator Ture. I am sorry. 

Senator Srennis. Taking allowance for all the natural transition 
that is going on and the change that is coming about, still this thing 
operates too fast and too severely on them. 

Now, you drive them into the town or the city. We hope there is a 
iob of some kind there for them, and some of them are finding jobs. 
But my point is this: Back there on that little farm unit is the soundest 
group that we have. We should try to keep that family there and let 
them continue to grow some cotton and other agricultural commod- 
ities: let the wife or let the father, or let the son, or 2 out of the 3, 
get the job in town if they can, but live there on that land. When 
they leave it, you know it goes down. It is bought up by someone. 
It is put into something else. The family, their community, their 
church, and so on, are gone. 

Senator Youne. Would you yield at that point ? 

Senator Stennis. Yes. 

Senator Youne. As I recall, a witness at the Louisiana hearings 
stated that when the small farmer that you spoke of, and for whom you 
make a good ease, goes broke, the big operator comes along and takes 
over that little land and produces even more per acre. ‘That is one 
of the reasons why the yields have gone up. 

Senator Stennis. That is right. I cannot justify my position here, 
now, on the grounds that it is going to increase yield, or that it is 
sound from a dollar-and-cents standpoint. I will not say that. The 
other man will get the best of the argument. But that is not the kind 
of business we are in. We are dealing with human beings. 

Senator Humpurey. You are talking about the social pattern. 

Senator Stennis. We are dealing with human beings, yes. We are 
dealing with women and children. And we are dealing with private 
enterprise in its very best expression. These people get out there 
and earn a living by the sweat of their brow and their own initiative. 

The Cuatrrman. The Senator will recall that this committee recom- 
mended a bill to take care of the very thing that you are now com- 
plaining of last year but it was defeated by the Senate. 

Senator Stennis. That was on a temporary basis. 

The Cuarrman. I understand that. But still we tried to do it. 

Senator Stennis. Yes. 

The Cuarrman. Now, the Senator has a bill pending before this 
committee, as I remember, asking for a 1 percent instead of a 2 percent 
set-aside. 

Senator Stennis. Yes. 

The CHatrman. Now, have you changed your figures? 

Senator Srennis. Yes. I will tell you why. After getting into 
this thing further, gentlemen, I think this: That you ought to have 
a section in your bill providing for a 1 percent reserve as additional 
acreage and take another 1 percent out of your present national 
average, and that this, added together, will meet the situation that 
I am talking about. That is why I said 2 percent. Only 1 percent 
would be added to your national acreage. C 

The Crarrman. There is a certain percentage of the national acre- 
age now that could be used to correct inequities; is there not? 
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Senator Stennis. Yes, I know that. But 

The Cuatrman. But what the Senator is asking for is a 2 percent 
increase over and above the allotment? 

Senator Srpnnis. One percent increase over the present allotment; 
and then another percent within present allotment for these small 
farms. 

The CrHatrman. What would the Senator do with the extra 1 
percent ? 

Senator Srennis. Well, it will take 2 percent, really, to do the job. 
That is my point, Mr. Chairman. 

The Carman. And that will be over and above the national 
allotment ? 

Senator Stennis. Only 1 percent above the national allotment. 
Just add 1 percent and earmark it for this purpose and then take 1 
percent out of the present national allotment and earmark it for 
the same purpose. And that will meet your situation. 

Senator Humpnurey. That would be a directive, in other words, to 
the State committees in the allotment or parceling out of these land 
allotments ¢ 

Senator Srennis. Yes. 

Senator Humpnrey. So that these smaller farmers would be sure 
to get a 2 percent increase, so to speak, in their allotment? 

Senator Stennis. Well, they would get enough acreage to bring 
them up to this minimum that we talk about here of 4 acres, or 80 
percent of the highest acreage planted 

Senator Humpnrey. I get you. 

Senator Stennis. And that will keep his head above the water. 

Now, gentlemen, let me say this with all deference to every group. 
These committees do a fine job. They have a thankless task. They 
have an impossible task. But by and large, it is necessary for this 
little pittance of acreage to be marked right here in the bill, if you 
want to get to this group that I am talking about. 

Now, our State committee has done a better job on the 1956 acre- 
age than it did on the 1955 acreage, and they deserve a lot of credit. 
But where you have so many of these farms within the limits of one 
State, there is just not enough acreage to meet this situation. 

Senator ArkeN. What amount would you say is necessary to keep 
their heads above water? What income per year? 

Senator Stennis. Oh, if you go to trying to put a dollars-and-cents 
income as being necessary, that is such a siketine question. It is 
where they must have outside income to really keep their heads above 
water already, I mean, outside of cotton. 1 am not pleading to let 
these people make a living solely on cotton. 

Senator Arken. I take it you do not agree with this Committee 
for Economic Progress, headed up by Mr. Reuther and Mr. Patton, 
that 950,000 of the farms producing less than $2,500 a year should be 
liquidated in the next 4 years? 

Senator Stennis. Oh, no, sir; the very opposite of that. No. This 
is not an efficiency program that I am talking about. 

Senator Arken. You think it is possible for many of them to stay 
on the land and earn something off the land, too, do you not? 

Senator Stennis. Oh, certainly; yes, sir. Senator, you are exactly 
right. I have been all over my State last fall, and that is the very 











PRICE-SUPPORT PROGRAM 3823 


thing that is so apparent in these communities where this acreage re- 
duction is affecting them. It is possible for them to aay on their land 
and get a job in town, or one member of the family to do it, but when 
we just run them off of this land, there is where your deterioration 
starts. The family is liquidated. It is gone. The community goes 
down. Someone comes along and buys that land up, but it is no longer 
a home. ; : 

Senator Ture. Would the Senator yield at that point? 

Senator STennis. Yes. “Ae 

Senator Turse. What are you endeavoring here is to maintain that 
little family out there on that rural acreage or home that they have, 
and make it possible to keep that unit there, rather than to have the 
children running in the streets of some town where their parents are 
possibly faced with unemployment. 

Senator Stennis. Yes, sir. 

Senator Ture. You still want them to grow some vegetables and 
supplement their income somewhat, but you want to give them enough 
acreage so as to keep that family unit together ? 

Senator STennis. Exactly. You stated it; and make it possible. 
That is the key word. I am not asking them to be given anything. 

Now, I do not see, gentlemen, where a large operator can complain 
at this relatively small amount. 

Senator Arken. You think that would mean a couple of hundred 
dollars a year, perhaps, for a family that is making $500 now? It 
might get them up to $700? 

Senator Srennis. Yes; that is right. And he is not making the 
$500 now, when you mash him down here to an acre or an acre and a 
half or 2 acres, you see. 

Senator Arken. I see. 

Senator Stennis. I appreciate the time very much. I think you 
gentlemen fully understand this question. 

I want to emphasize that to reach them, you have got to write it into 
this bill. 

Senator Arken. Would this extra 1 or 2 percent come out of the 
total acreage, or would that be an addition ? 

Senator Stennis. My request is 175,000 additional acres, new acres, 
over the allotment. 

The Cuamman. Over and above the allotment. 

Senator Stennis. Yes; and then take 175,000 acres that are within 
the allotment, and that would give us 350,000 acres that would fully 
meet this situation. 

Senator Arken. We have a 3-acre minimum now for those who pre- 
viously grew over 38 acres; is that correct? 

Senator Stennis. No. We have no 3-acre minimum. 

The Cuarrman. We had a 5-acre minimum, and that was done away 
with 

Senator Stennis. Yes, we had the 5. 

The Carman (continuing). Because the cotton farmer went out of 
business then. He did not plant it. Instead he went into the cattle 
business, and made a failure, and now he wants to come back into the 
cotton business. 

Senator Stennis. That is all right. 

The Cuairman. You understand, I am not complaining about that, 
but I am just saying that at one time we did have that in the law. 
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Senator Srennts. That is right. 

Senator Humpurey. His cattle prices went to pot, Mr. Chairman. 
He got cleaned out. 

Senator Srennis. The law contained provisions that at one time 
protected this situation. But it was changed, as the chairman said, 
and that is when this little fellow really got shook out and where he 
hit the bottom. 

The only way to put him back in is with amendment of the present 
law . 

The CuarrMman. If you talk to our California and Arizona and 
Nevada friends, we might be able to put this through. 

Senator Svrennis. I would be glad to talk with them. I am sure 
if they understood this, they could not object. 

The Cuamman. They did object last time. That is why it did not 
pass. 

Senator Stennis. I know. 

Senator Youne. Senator Stennis, we have the same thing in the 
spring wheat area. The small farmers are the ones that are getting 
hit the hardest. 

The CuairMAn. I remember Senator Case put in an amendment in 
the bill that would kill the cotton provision, and that killed the whole 
thing. 

Senator Stennis. Thank you very much. 

The Ciamman. Thank you very much, Senator Stennis. Is there 
a statement you desire to file? 

Senator Srpnnis. Yes; I have it here. 

The Cuarrman, All right. 


(The prepared statement of Senator Stennis as as follows :) 


FARM PROBLEM 


The serious situation which faces our farmers prompts me to come before your 
committee and stress the need for early enactment of legislation which will come 
to grips with our farm problem. 

This committee is to be commended for the fine hearings at the grassroots level 
which you held this fall. I know that the information collected there will be 
extremely helpful in formulating a forward-looking agricultural program. 


OTHER SEGMENTS OF ECONOMY PROSPER 


Agriculture is faced with one of the most serious problems of our time. While 
our effective workers in industry are enjoying a buying power greater than ever 
before in history, farm buying power and income are going steadily downward. 
During the last year corporation income increased by 26 percent. The average 
worker’s income increased 7 percent, while the farmer’s income for the last 
year has decreased by 11 percent. During the past 7 years our farm costs have 
zone up 18 percent, prices have gone down 10 percent and the farmer’s net in- 
come has gone down by 25 percent. We cannot expect other parts of our econ- 
omy to stay strong and prosperous when one of our basic segments, the farm 
economy, continues to be caught in the cost-price squeeze. 


SURPLUS 


I am greatly concerned with our surplus agricultural commodities and par- 
ticularly as they relate to a continued downward adjustment in cotton acreage 
allotments. The 17.391 million acres allotted in 1956 represent a 700,000-acre 
reduction in allotment over the previous year and will be the smallest acreage 
planted since the early history of cotton acreage production in this country. 
This reduction in allotment combined with the rise in cost of farm production 
and the reduced price of commodities has imposed a serious financial burden 
to our farmers. 
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There are several phases of the proposed farm legislation which has my special 
interest, but today I will confine my remarks to the importance of an expanded 
export market and the need for a minimum small farm provision. 


EXPORTS 


The gravest problem facing cotton is our export market. We have tried to 
solve this problem by reducing acreage, thus causing a real sacrifice among 
all growers. At the same time foreign production has gone up until foreign 
consumption exceeds foreign production by only 2 million bales. In looking 
over a report published on October 24, 1955, by the International Cotton Advisory 
Committee, this statement struck me: “If present trends continue, in two more 
seasons cotton production outside the United States may be sufficient to meet 
all consumption requirements outside the United States without any imports 
from that country.” Now, what the International Cotton Advisory Committee 
is saying is that if we continue down the road that we are now traveling, by 
1959 the rest of the world will not be required to import a single bale of cotton 
from the United States. While we have decreased our cotton acreage in the 
United States by some 8 million acres during the last 3 years, foreign acreage 
has increased 19 million acres. 

Added to this is the growing threat of synthetic fibers. In the foreign nations 
1 recently visited, I diligently sought out and talked with foreign businessmen 
who purchase cotton; I talked with American businessmen there who sell cotton. 
| talked with the representatives of our Government and of the foreign govern- 
ments who deal with cotton problems. My definite conclusion was that we are 
being rapidly driven out of the foreign market by our high prices, by foreign 
production, and by synthetics. I am disappointed that the President’s agricul- 
tural message did not fully recognize the importance of our export market. The 
President and the Department of Agriculture have completely failed to recom- 
mend an export program to meet our pressing needs. 

It is extremely important that we concentrate on a worldwide, long-range 
plan for selling American cotton in foreign markets at world competitive prices. 
A short-range policy of dumping our cotton on world markets will not be the 
solution. I firmly believe that this is one of the greatest problems facing our 
cotton industry and hope that this committee will move at the earliest possible 
date in reporting legislation which will direct the Secretary of Agriculture 
to use authority which he already has to regain at least a 5-million-bale export 
market. A firm long-range export policy will go a long way in restoring 
confidence to our market. 

A dynamic export program of this kind will not be complete if reasonable 
protection is not provided for our domestic mills, 


THE SMALL AND FAMILY-SIZE FARMER 


I continue to be concerned with reports which I receive that thousands of 
farmers are being forced to abandon their farms to seek employment elsewhere. 
Of course, we recognize that some shift from the farm is good and desirable 
but there is a question in my mind as to how fast we ean safely make this 
shift and maintain a desirable balance. A study made by the Department of 
Agriculture last year stated that 55,348 renter families were forced off the farm 
due to the 1955 reduetion in the cotton acreage allotment. Mississippi led the 
list of displacements with the loss of 11,981. Other States which had high 
losses are as follows: Georgia, 8,157; Alabama, 7,554; Arkansas, 4,246; Louisi- 
ana, 3,395. 

The reduction of 700,000 acreage allotments again in 1956 greatly accentuates 
this problem. 

MINIMUM SMALL-FARM REQUIREMENT 


Last year, I cosponsored a bill with Senator Bastland, of Mississippi, and 
Senator Gore, of Tennessee, which would relieve some of the hardships inflicted 
on the small and family-size farmer resulting from acreage allotments. As you 
remember, this bill provided for a national reserve of 1 percent and was designed 
to restore the mandatory small-farm provision contained in the law for a number 
of years. This bill provided for a new minimum which would in effect assure 
each farmer the smaller of 4 acres or 80 percent of the highest planted in 3 
previous years. 
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PRESENT LAW 


The present law directs a small farm allotment of the smaller of 5 acres or 
the highest planted in 3 previous years only in the case where county committees 
choose to allocate their acreage on a cropland factor. In cases where county 
committees use the history basis the small-farm provision is permissible. In 
1955 out of the 1,078 counties growing cotton only 103 counties apportioned their 
acreage on the cropland basis. In other words only a very small percentage of 
the counties used the formula which required the mandatory small-farm pro 
vision. In Mississippi only 12 counties ased cropland as a basis for apportion- 
ment and all of these were located in the Delta. On the other hand, out of 984 
counties in the United States which allocated their acreage on a history basis 
only 92 or less than 10 percent provided for the small-farm provision. In the 
case of Mississippi only 1 county using history as a basis used the small-farm 
provision. In addition none of the Mississippi State reserve was used adjusting 
allotments to small farms. This created a great hardship on many of our 
small farmers and emphasizes the need of a national reserve to assist the 
States in providing a minimum allotment for the small farms. 


1956 COTTON ALLOTMENTS FOR MISSISSIPPI 


The Mississippi State Committee has made a special effort to provide for the 
small farmers in the 1956 allocations. While none of the counties which selected 
to use the history method as a basis have used the minimum small-farm provision, 
I do understand that the State committee has used a part of their reserve to 
match acres with county committees in an effort to raise the small-farm allotment 
up to the smaller of 4 acres or 75 percent of the highest planted. This is a com- 
mendable effort on the part of the State committee, and I feel that 1 or 2 
percent national reserve earmarked for the small farm would greatly assist 
the State and counties in making an equitable adjustment, and would also assist 


the small and family-sized farm unit. 

If a minimum small-farm allotment of the smaller of 4 acres or 80 percent of 
the highest planted acres had been adopted for the 1956 crop it would have given 
relief to 407,748 farms in the Cotton Belt. In Mississippi it would have affected 
53,645 farms, in Alabama 64,274, North Carolina 59,167, Georgia 38,594. I be- 
lieve that this is a sound approach in giving needed relief to our small and family- 
size farmers and I urge this committee to include a mandatory small-farm pro- 
vision in the 1956 farm bill. 

Senator Scorr. Mr. Chairman, I would like to ask Senator Stennis a 
question. 

The CHatrman. Senator Scott. 

Senator Scorr. What do you think of the 100 percent of parity for 
those boys ? 

Senator Stennis. You mean, 100 percent for them and less for 
others ? 

Senator Scorr. Yes. 

Senator Srennis. Well, I think, Senator, that the simplest way 
would be to get at it on this acreage and let them go with the rest so 
far as the support price is eondainalt 

Senator Scorr. What do you think of the excise tax ? 

Senator Stennis. What do you, excise tax ? 

Senator Scorr. On the end product, like cotton. 

Senator Srennis. Well, I have not gotten into that. You mean 
the export subsidy ¢ 

Senator Scorr. No; just on the finished goods, on your shirt, and 
so forth. 

Senator Stennis. I could not help the committee on a problem like 
that. I am not prepared on it, Senator. But I know your State is 
vitally affected by this. 

Senator Scorr. Yes. 
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Senator Srennis. Thank you very much again. 
The Cuarrman. All right. 

Governor Freeman, have a seat, sir. 

Governor Freeman. Thank you. 


STATEMENT OF HON. ORVILLE L. FREEMAN, GOVERNOR 
OF MINNESOTA 


The CuHarrMan. Governor, as I recall, you appeared before our com- 
mittee when we were in Minnesota, did you not ? 

Governor Freeman. I welcomed you, and I said I would reserve 
making testimony before the committee to come down here where 
we would not get underfoot of some of the dairy farmers that were 
out there to talk on that occasion. 

I have here, Senator, two statements. One I would like to review 
with the committee. The other I would like to file and at a subsequent 
time, perhaps, when you get into this question of milk marketing or- 
ders, and sanitary regulations—that is not the subject directly before 
you at present, I gather; is that correct ¢ 
~ The Crairman. That is right. 

Governor Freeman. So if I may say so quickly, I think the title 
is rather self-explanatory : 

A Statement Concerning Certain Artificial Barriers and Restrictions to the 
Free Flow of Commerce Between the Several States in Milk, Cream and Related 
Dairy Products, That Is, Phoney Sanitary Regulations and Distortions of 
Federal Milk Marketing Orders. 

The essence of it is that we felt that there ought to be a national 
sanitary code imposed uniformly everywhere and secondly, we speci- 
fied four different areas where we feel the present milk-marketing 
orders are being abused to the detriment, we feel, of both the producer 
and the consumer. And we have made a rather careful study of this, 
and at a subsequent time, if you want it supplemented, we would be 
happy todoso. I thought I would just file it. 

The Cuarman. The statement can be filed for the record and you 
may proceed with your regular statement. 

Governor Freeman. Thank you very much, Senator. 

Senator Humpnrey. Mr. Chairman, I would like the Governor 
just to indicate on what basis this milk-marketing study was made. 
I think the committee would be interested to know that. 

Governor Freeman. Thank you, Senator Humphrey. 

At my request to the last session of our legislature, they were directed 
to investigate this whole question of both sanitary codes and milk- 
marketing orders, and to report back to the legislature, to appear 
before this committee, and potentially and possibly to institute appro- 
priate legal action, both in the courts and before the administrative 
agencies where this question is concerned. And based on that direc- 
tive from our legislature, this study has gone forward, and this is 
the initial report based upon about a year of analysis of this problem. 

The Cuatmrman. Proceed, Governor. 

Governor Freeman. All right. Thank you very much. 

The Cuatrman. Now, if you desire, Governor, you could file your. 
statement and highlight it for the record, if you want to follow that 
procedure. 
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Governor Freeman. All right. I would like to run through this 
statement in some detail, if the committee can spare the time. 

[ appreciate the opportunity to come here. I have really four points 
that I would like to make here that are covered in this statement: 
(1) A few facts which indicate Minnesota’s concern for an adequate 
national farm program; (2) some important aspects of the current 
agricultural situation in the United States which I believe should be 
basic in any consideration of an agricultural program; (3) the prin- 
ciples and goals which I believe ought to be the basis of our agricul- 
tural policy ; and (4) certain basic agricultural programs which | 
think should be incorporated in the bill which you will enact, 

As Governor of Minnesota I feel a deep reaponsibility for the inter- 
ests of all the people in our State; and an obligation to urge you to 
enact without delay a comprehensive program that will remedy the 
serious farm situation which now threatens the livelihood of so many 
Minnesota people. 

Agriculture 1s a major factor in Minnesota economic life. Twenty 
percent of our people earn their living on farms, as compared with a 
little over13 percent for the United States asa whole. Much of Minne- 
sota’s business and industry involves the handling and processing of 
agricultural products. Minnesota merchants depend on farm purchas- 
ing for a great proportion of their business. 

In fact, the economic well-being of all the people in Minnesota is 
affected to a substantial extent by the degree of prosperity of our 
agriculture. I believe this to be a general principle which applies as 
well to the people throughout all of ‘the United States. 

Minnesota’s agricultural production is highly diversified. In 1954, 
70 percent of the cash ree eipts from farming came from livestock, 
dairy, and poultry products, and 30 percent “from all crops. Corn 
accounted for 10.2 percent, soybeans for 3.8 percent, oats for 2.1 per- 
cent, and wheat for 2 percent. Dairy products alone accounted for 
i8.6 percent, cattle and calves for 17.3 percent, and hogs for 20.5 per- 
cent. These figures clearly show that a program which affects prin- 
cipally wheat and corn cannot begin to meet the needs of Minnesota 
farmers. They indicate how serious the drop in prices in dairy prod- 
ucts and hogs have been for Minnesota. 

The State-Federal crop and livestock reporting service reported in 
September of 1955 that Minnesota cash receipts from farming and 
Government payments were $24,365,000 lower in 1954 than in 1953. 
This is a 2 percent decrease in just 1 year. The 1955 totals have not 
yet been reported, but the agric ultural marketing service reported on 
January 3, 1956, that average prices received by Minnesota farmers in 
mid-December yere 9 percent below the December 1954 level. 

Other estimates indicate that while production in the grain crops 
will be about 4 percent greater, that income, total value, is about 4 per- 
cent less. 

I am a little uncomfortable with some of these figures and some 
of these statistics. And I might say here, off of this statement, that in 
checking, we found that the Council of Economie Advisers does not 
have independent figures themselves in relation to agriculture, and | 
have found so many conflicts, very frankly, in figures that I find 
from my own State department of agriculture that I am trying to 
get balanced out and that come from various Federal sources, and it 
is very confusing, and I find that a lot of people, the public, are very 
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confused in relation to some of the competing and conflicting figures. 

And I would say that perhaps this committee might institute some 
kind of analysis of current figures and an accurate statistical appraisal 
of what rea lly takes place, so that people would know better. 

[ find confusion compounded in discussing this with people, with 
figures coming out of everybody’s hat, and I cannot get them pegged 
myself. I am sure you gentlemen can, but most of us cannot. 

‘Senator Arken. What do you consider, Governor, as the most re- 
liable source, of figures ? 

Governor Freeman. Well—— 

Senator ArkeN. I agree with you that some of our criteria for 
measuring farm income are so obsolete that they really do not tell the 
story at all. 

Governor Freeman. I suppose the one that I have relief on most to 
date, Senator, has been the Federal-State crop reporting service in our 
own department of agriculture, but I can honestly say that I have 
found figures that they used in different places that are different. 

Senator AIKEN. That i is, their figures show a substantial increase in 
income above 19! 5A, and you do not go along with that? 

Governor Freeman. No, that is not what I said at all. I am not 
getting into that at the moment. What I am saying is that I have 
seen figures used in one text for, say, total production or total value, 
and then in another place, total value or total production figures that 
are different. 

The CHarrMan. Is that on a national basis? 

Senator AIKEN. I agree that this reporting, as I say, is so outmoded 
that it really does not mean much. It does not take into consideration 
the work of the cooperatives, and we know perfectly well that when 
a citrus grower sits on top of the world at 60 percent of parity, there 
is something wrong with the parity formula, when your dairyman 
perhaps hits the break-even point at 100 percent of parity. 

Governor FreeMaN. In connection with the application of parity, 
in particular—— 

Senator ArkeNn. The parity formula, I think, discriminates against 
the dairy market and I think it favors certain producers of other 
crops perhaps in your State where mechanization has revolutionized 
the methods of production. 

Governor Freeman. The point I was making, Senator, was that 
even the raw figures, let alone the varied comparisons, I find in con- 
flict on occasion that come out of these various departments and out 
of the Department of Agriculture. 

Senator ATKEN. There is no question about it. 

Governor Freeman. Then I find people that throw up their hands 
in despair and say that nobody can understand this thing, because 
everybody is talking about different figures at different times. And 
what does this mean ? 

Senator Arken. That is partly due to the fact that technology has 
been running so far ahead of us that we cannot keep up with it. 

Governor Freeman. Yes. 

The CuamMan. Governor, are we to understand that the figures with 
respect to Minnesota that are looked into and discussed by your own 


people differ from the ones that are submitted by the Federal Govern- 
ment ? 
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Governor FreeMANn. No. I would not say that specifically, Sena- 
tor. Ithink there are some instances of that. 

The CHarrman. I thought there was some cooperation between 
them. 

Governor FreeMAN. No. There is a coordination between them. 

Senator Tuyr. Mr. Chairman, if I might say this, Mr. Roy Bodin 
is our Federal and State statistician in Minnesota. Paul Kirk was 
prior to his retirement. I was in that department for better than 3 
years, and I never found any conflict between the figures of the statis- 
tician’s office, Roy Bodin, in our State Department “of Agriculture in 
Minnesota, and that of the Federal figures. 

Governor FREEMAN. No. I did not say that. 

Senator Tuye. I think that what you are referring to here, Gov 
ernor, is that you will pick up a publication, and they refer to sta 
tistics, incomes, et cetera, and these figures do not square with the 
national statistical reports. You would like to see a sort of review and 
consolidation of those statistical reports that come out of the various 
agencies. 

Governor Freeman. That is what I am really referring to, the vari- 
ous agencies. 

Senator Tuyr. But in Roy Bodin’s department—he was there 14 
vr 15 years ago under Paul Kirk—I would say that the man is as ac- 
curate as the universe itself. 

The Carman. Who is responsible for this change in statistical 
reporting that you are complaining about? 

Governor Freeman. I am not trying to put the finger on anybody 
as being intentionally or carelessly inaccurate, Senator. But I think 
Senator Thye phrased it rather well, and I refer to the Council of 
Economic Advisers, that there should be one source where you could 
feel that this had been sifted and carefully defined, and you could rely 
on what comes out of it. There is such a conflict in this area that 
people everywhere are confused. 

Senator Humpenrey. Governor, you had an example that you showed 
me of these figures where there was a discrepancy of many, many mil- 
lions of dollars in just one report. 

Governor Freeman. This is the kind of thing, and I have not ac- 
tually run this down or talked, Senator Thye, with Mr. Bodin about 
it. It was sent to my office. But I found a difference of $8 million 
on 2 sides of the same sheet. of paper in the State-Federal Crop Re- 
porting Service, and until I have talked with the people that have 
produced it, I would hesitate to use this as an illustration of careless- 
te but, for example, I have here a September 1955, State-Federal 
Crop and Livestock Reporting Service report, which on the front 
side refers to a figure received in 1953 of $1 288, 933,000 of the total 
income of Minnesota farmers, cash receipts, from farming and Gov- 
ernment payments; on the other side where the figures are allege: 
totaled, it comes out at $1,280,862,000, which is $18 million less th: in 
on the other side of the same sheet of paper. 

Now, I am not exactly sure, Senator, just why this was done. 
There may be a very good explanation for it. But as I was reading 
this on the airplane coming down, it brought to my mind the feeling 
of frustration that I felt in reading the newspapers and in trying to 
check a variety of data sources and to get what you felt were finally 
reliable figures in this area. 
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Senator Arken. I think, Governor, that that discrepancy is partly 
due to the fact that in the month-to-month records of income, sub- 
sidies such as we have on wool and sugar are not added in month to 
month but are put in at the end of the year. Also if they can get at it, 
the cooperatives have patronage dividends and refunds which do not 
appear until the end of the year. Government payments I do not 
think appear at all, and they vary from year to year. That is, ACI 
payments do not go 1n the farm income, and they vary from year to 
vear. That is why I say it is not the changes in the farm reporting; 
it is the lack of changes in the farm reporting to keep up with the 
times that we get so much misleading data. . 

Governor Freeman. I am sorry for taking so much of the commit- 
tee’s time with this. But this in other areas has gotten to be a kind 
of fetish with me, because I find that the public, in highway, in edu- 
cation and welfare and a host of other areas—that we tend sometimes 
to be so careless with figures, and the public at large gets so confused 
that before very long they throw up their hands in disgust, and a 
valued discussion that ought to have betta made in the public forum is 
not made because the figures are not accurate. 

Senator Arken. You are talking about a subject that I have com- 
plained about for a long time. Now, I do not know that we can get it 
straightened out and completely keep up with the times. But we 
probably could do better than we are doing now. 

Senator Humpurey. The Employment Act of 1946 does not provide 
a directive to the Council of Economic Advisers on agricultural sta- 
tistics. It is primarily on industrial, manufacturing, retailing, and 
distribution, as well as employment figures. And I think there is a 
real weakness under the Employment Act of 1946 for the Council of 
Economic Advisers. They take figures which have been compiled 
elsewhere and try to correlate them and tabulate them without doing 
independent research in the field. 

Senator Aiken. Unfortunately, the statistics of the Department of 
Agriculture itself have not been kept up to date. 

Senator Humrurey. That is right. 

Senator Arken. Maybe they cannot be. I do not know. 

Senator Youne. Governor, isn’t the best way to find out how the 
farmers are faring is to go to the Farmers Home Administration, your 
banks and other loaning institutions to find out how many applications 
there are for loans and how many are delinquent ? 

Governor Freeman. Yes. I refer to that a little later on here. 

May I proceed, Senator Ellender? 

The CuatrMan, Yes. Proceed. 

Governor Freeman (continuing): II. There are certain important 
aspects of the current agricultural] situation which must be kept con- 
stantly in mind in seeking to arrive at a sound solution. Most out- 
standing of these is the now accepted fact that today everything is 
booming except agriculture. The fact that all other prices are stable 
or rising slightly, while prices received by the farmer are going down 
at a serious rate, and the fact that per capita farm income for 1954 
was only one-half of the national average, reflects a serious imbalance 
in our economic life. 
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FARM PROSPERITY IS IMPORTANT 


It is a serious mistake to proceed on the assumption that because the 
numbers of people engaged in agriculture are constantly declining, 
farm prosperity is no ‘longer a goal of paramount importance. The 
13 percent of our populi ition who earn their living on farms are an 
important element in our society, whose well- being cannot be neg- 
lected. They are engage “1 in an occupation of basic importance to 
our Nation’s strength rand secur ity. 

But it is not only the economic well-being of 22 million people 
that is at stake. Agriculture is a $18 billion customer of fiftuslrs 
and labor. ‘Ten million people are employed in the marketing : ind 
processing of farm products; 6 million more are employed in plant 
producing specific farm needs, The well-being of these millions mel 
their families is intimately related to that of ‘agriculture. 

One need hardly recall that the late, great depression of the early 
thirties was prec eded by a serious farm de “pression in the 1920’s, which 
existed in spite of the boom in other aspects of our economy. In the 
oreatly augmented interdependence of our world today, we know that 
our economy as a whole cannot long continue sound and prosperous 
if we permit one important part of that ec onomy to be deprived of its 


proportional share. 
AGRICULTURAL EFFICIENCY HAS NOT BEEN REWARDED 


American agriculture on the whole is the most productive and 
efficient agricultural enterprise in the world. This is in part due 
to the natural advantages of soil, water, and climate with which our 
Nation is blessed. But it is also due largely to the ability, initiative, 
and hard work of our farmers; to the kind of farm economy under 
which they operate; to the progress made by our scientists and in- 
vestors; and to our leadership in mechanization. 

Moreover, our agricultural efficiency has increased 40 percent be- 
tween 1947 and 1954. In the past few years it has been increasing at 
the rate of nearly 5 percent a year. T his phenomenal increase in pro- 
ductivity has resulted in our ability to supply food and fiber for in- 
creasing number of people in our own and other countries; and to 
pile up what has been, under present policies, embarrassing surpluses, 
with fewer people engaged in farming. 

Such a substantial increase in productivity per man-hour would 
normally be expected to result in greater rewards to those engaged in 
such production. Yet farmers have not benefited from their increase 
in productivity. In this critical modern age, when all the world 
reaches out for the higher standards which can be attained only by 
increta productivity, it is an appalling contradiction to have a 
situation which results in decreasing rewards for increased efficiency 
in production. 


IMPORTANCE OF FAMILY FARM ECONOMY 


The family-size farm is the bulwark of American agriculture. Its 
owner is typically the investor, the manager, and the worker—and 
most of the farmwork is done by the owner and his family. During 
the past 20 years, these farmers have substantially increased their 
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standard of living, their purchasing power, and their participation 
in cooperative, public, civic, and community activities. Maintenance 
of this type of farm economy is important to businesses in towns, to 
standards of family and community life, to a healthy agricultural 
economy, and to our free democratic society. 

These family farms face certain competitive handicaps when com- 
pared with huge corporation farms, of which there are about 100,000 
in the United States. (Yet these 100,000 account for almost one- 
fourth of our total agricultural production.) These corporation 
farms make profits for their stockholders. They hire mass labor, 
often Mexican, Jamaican, or Puerto Rican migrants—or migrants 
from some parts of the United States. They pay low wages—in some 
cases in 1955 less than 40 cents an hour—and hire many workers only 
during the peak season, assuming no responsibility for them during 
the rest of the year. They are not customers for the local merchants 
since they buy fertilizer, feed, and seed in wholesale lots, and often 
have a distributorship or buy machinery direct from the manufacturer. 
They have sufficient capital to make changes and shifts in production 
when it is economically advantageous to do so. 

The family farms find it more difficult to meet the cost of rapid 
shifts in production which may be required by market fluctuations, 
by new products, and techniques. Yet, because of its importance to 
our social, as well as our economic, life—and because in general the 
family farm is a most efficient producing unit—this type of farm 
economy should be encouraged positively by our agricultural economy. 

Senator Scuoerre,. Mr. Chairman—— 

Senator Turn. Mr. Chairman. 

I beg your pardon, Senator Schoeppel. 

Senator Scuorrrer. Mr, Chairman, would the Governor yield for 
a question there ? 

Governor Freeman. Yes, Senator. 

Senator ScnorrreL. What limit do you suggest should be put on 
these payments? Or do you have a suggestion on that ? 

Governor Freeman. I have a general suggestion, Senator, in the 
neighborhood of $25,000, on a cash basis. I want to preface that 
by saying— 

Senator Scuoerren. Is that gross or net ? 

Governor Freeman. I would say gross. 

Senator Tuys. Mr. Chairman, I had a similar question at that 
point. 

The Cuatrman. Senator Thye. 

Senator Ture. I have introduced a bill, Governor, that would pro- 
pose for the applicant of a minimum commodity loan that he would 
get 100 percent of parity, because he is not contributing any, to speak 
of, to the surplus problem of this Nation. But he would be, of course, 
the smaller farmer, and therefore most apt to qualify as a family 
farmer. 

In my bill, the minimum would be on the basis of an application 
for a commodity loan of $1,000. He would have 100 percent of 
parity. Then you would graduate down percentagewise to a point 
where, if his application for commodity loans amounted to $15,000, 
then he would only receive, say, 70 percent or whatever the wisdom 
of this committee would determine. It might be found that you would 
want to go lower than that. 
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In that manner, you would be certain to take care of your family 
farmer, and not hold a Treasury umbrella, so to speak, over the in- 

vestor you have just described in this statement of yours. 

What do you think of such an approach? We have had some testi- 
mony to the effect that that might be a solution. . 

Governor Freeman. I read something just recently in the news- 
paper about that, Senator Thye, and I have not really had the occasion 
to sit down and to look at the mechanics of it. Some such program, 
putting on a limitation, I think should be put into effect. 

I was just last week up in the Red River Valley, where we have 
some very large farms, and where these large payments have been 
made and where a continual reaching out for more and more land 
has been made that many, many young people in the community 
would like to have and farm, and would operate as a family farm and 
would produce efficiently. 

One particular operation is up to 50,000 acres. I think that those 
people can pretty well take care of themselves. 

Senator Ture. Governor, their ability to pay cash rent is such that 
they can always overbid the average small operator. 

Governor Freeman. That is right. 

Senator Tuyr. And, of course, if you were the owner of that land, 
it would be to your interest to accept the highest bidder. 

Governor FREEMAN. Yes. 

Senator Ture. And so the ultimate result is, the highest bidder is 
the big corporate operator; he gets the land. The building is left 
there to become a home for some part- -time worker. But depletion and 
finally the complete eradication of that farm unit take place. 

The question is to determine what are we going to do with this small 
family-type farm. 

Senator Humpnrey. I think the point that the Governor makes in 
reference to these large operators buying direct from the manufactur- 
ers is a very import: unt point. And we have that. 

One of the top farmers out there, in potato growing, Senator Thye— 
I am sure you know him—buys in such huge quantities that it is 
literally impossible for a family farmer to compete when he has got to 
go into the local feedstore or local fertilizer store and pay the retail 
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Governor Freeman. This is one particular instance where it does, 


not stay in the community, either. Some of these people make sub- 
stantial amounts of money, and then they go with no illusions to 
Florida or Arizona. But we like to have people who make money in 
Minnesota invest it in Minnesota. 

When they have a big operation they do pretty well perhaps on 
these supports and they go down and build motels in Florida, Phoenix, 
and other places. We do not like that in Minnesota. We like to keep 
the money out there. 

The CuatrmMan. Governor, may I refer to a statement made by you 
a moment ago, in which you find a discrepancy between figures on 
one side of the page and the other ? 

Governor Freeman. Yes. 

The Cuatrman. It is very evident that what happened was that on 
one side of the sheet, only the crops actually sold were accounted for, 
and if you turn on the other side you will see where they added sep- 
arately the Government payments. 
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Governor Freeman. They added those on? ; 

The Cuamman. Yes. So it is correct the way I see it. The dis- 
crepancy is the $8 million that they did not show on one side of the 
sheet. and then the $8 million for Government payments in 1 year 
that was not reflected on 1 side of the sheet. 

Governor Freeman. The Government payments; yes. 

The Cuamrman. There was no error to it. It is very plain if you 
read it. ; i & 

Senator Arken. Senator, if the market price for wheat is $1.70, as 
it runs largely through the East, and the support level is $2.06, or 
whatever it is at the present time, it is the open market price which is 
used in figuring those monthly income statements rather than the loan 

rice, which may not show up until the next year, if ever. I do not 
Cane if it ever shows up or not. 

The Cuamman. This statement, though, is on a yearly basis, and 
if you add to the figures on one side, that is, the side where they give 
a detail of each commodity, you will find that that addition is $1 
billion and so much, and if you turn on the other side, you will see 
what the support payments were, and if you add the support payments 
to what is on the side that the Governor is now looking on, you will see 
the correct figures. It isnot an error. 

Senator AIKEN. It isno wonder that people get mixed up. 

Governor Freeman. I must say that I do. 

The CuatrrMan. Well, I did not. 

Let us go on. 

Senator Youne. Let me ask one question, please. 

Governor, you spoke of this farmer who was farming 50,000 acres. 
What type of farming was he in ? 

Governor Freeman. Wheat. 

Senator Younes. Mostly wheat? 

Governor Freeman. Mostly. 

Senator Youne. Other grains, and sugar beets ? 

Governor Freeman. No; just wheat. That is what I was told, Sen- 
ator. I did not talk to the man myself or investigate it personally. 
You know the person, I think, in the Red River Valley. 

Senator Youne. We do not have a farm in North Dakota that size 
anyplace in the State that I know of. 

Governor Freeman. This is in the Red River Valley up near Halma. 
It is the biggest in the whole area. 

Senator Scuorrren. Senator, I would like to ask the Governor, do 
you have any laws on your statute books preventing corporate farming 
as such? 

Governor Freeman. No. 

Senator ScHorrret. You, of course, are aware that some States do? 

Governor Freeman. No; I was not aware of that, Senator. 

The Cuarrman. Proceed, Governor. 

Governor Freeman (continuing). 


GENERAL AGREEMENT 


Thus far I have commented upon aspects of the farm problem about 
which, I believe, there is general agreement on the part of most of 
those concerned with agriculture. They might be summarized by say- 
ing that we have an extremely, and increasingly, productive farm econ- 
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omy which is not at present receiving the benefits from increased 
production to which it is entitled. This economy is based upon the 
typical American family-size farm, which ought to be preserved and 
encouraged in the interest of the entire Nation. 

It is important, not only to farmers but to all Americans, to make 
sure that the 13 percent of our population that lives on farms has 
a chance for economic well-being; and it is therefore a threatening 
cloud over our current economic picture that agriculture is suffering 
a serious decline at a time when other segments of our economy are 
booming. 

SURPLUSES AND PRICES 


Surpluses are generally taken as a symptom of the malady which 
afflicts American agriculture, and it would seem that the current agri- 
cultural program is directed solely at the elimination of that symptom. 
Yet few ailments can be cured by attacking symptoms alone without 
considering the real cause. 

Agriculture deals with basic human needs, and our agricultural en- 
terprise should produce: (1) Enough for a high standard for our own 
people, including those in lower income levels who do not now have 
adequate nutrition; (2) a large enough reserve to serve as a stockpile 
to meet any natural or ms unmade emergency; (3) a supply of food 
which can be used, by means of a wise international policy, as an 
instrument for peace and democracy in those underdeveloped countries 
whose people are hungry. 

And we must not forget that our rapidly increasing population will 
bring about rapidly increasing demands for food. We must therefore 
conserve and enhance the productivity of our soil—as well as our 

apacity to make use of that productivity—to make sure that we can 
meet our needs in the not-so-distant future. 

Policies which we follow with regard to surpluses are most signifi- 
cant. We need to remember that reserves and surpluses are not the 
same; that in a commodity as vital as food we always need some carry- 
over in case unforeseen circumstances create a need. Such a carry- 
over should be regarded as desirable rather than something to be 
eliminated—aunless we want to operate under an economy of scarcity. 
To regard all supplies not currently needd as surplus is therefore not 
only erroneous but harmful to our society. 

But even small surpluses will depress prices, particularly if admin- 
istrative officials permit them to have that effect. And obviously mil- 
lions of independent farmers, acting individually, cannot make adjust- 
ments necessary to meet changing demand. 

Senator Scnorpren. Mr. Chairman, I would like to ask the governor 
this question. 

He may or may not have had the opportunity to have seen or heard 
what Mr. Thatcher presented to the committee when he was here. In 
substance, it was that some determination should be made as to the 
amounts of the grains that are held which might be necessary for us 
to seal completely off and hold as a strategic reserve. 

Now, I am <p using his language exactly, but that is the sum and 
substance, as I understood it. 

Now, do you think something ae that line should be done ? 

Governor Freeman. Yes, sir; I do. I think that we should have 
a definite measure of strategic reserve in food and agriculture, just as 
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we have it in minerals and other things, as a part of our national secu- 
rity in protecting the welfare of our people. 

Senator ScnorrreL. Of course, you would understand as a matter 
of good housekeeping and in the interests of holding down losses by 
spoilage that this grain should be rotated ¢ 

Governor Freeman. That would follow. 

Senator Scuorprent. But particularly insulated completely as a 
reserve ¢ 

Governor Freeman. Yes. And I think if it were specifically clear- 
cut and understandable some of the pressure on the market place would 
be relieved by so describing and handling it, which I do not think is 
done today. [Continuing. ] 


FREE-MARKET PRINCIPLE CANNOT WORK 


This leads to one of the fallacies in the present farm program— 
which lies in the assumption that if surpluses could be eliminated the 
operation of the so-called law of supply and demand would function 
in a free market to resolve the problems of agriculture. This is not 
the case. 

Experience has shown that lower prices do not cut down produc- 
tion, but rather increases it. In Minnesota our dairy farmers have 
been hit hard by the drop in dairy prices—the sale of dairy products 
in our State brought in $20 million less in 1954 than in 1953. Yet in 
August 1955 milk production on Minnesota farms was 612 million 
pounds, or 6 percent, higher than our milk production in August 1954. 

Farmers try to produce more in order to maintain their income and 
meet their overhead. They will continue to do this as long as they 
can. It is probably true that if prices should continue to go down 
far enough for a long enough time a substantial number of farmers 
will become marginal and quit. They will no longer have the money 
or credit or incentive to operate. This eventuality seems to be the 
basis of the claim inherent in the present flexible lower price policy— 
that in the long run lower prices will eliminate surpluses by eliminat- 
ing farmers. 

If the run were long enough, it might come about that millions of 
farmers would give up in poverty and desperation. I have been told 
by many young farmers, veterans who began farming after the war 
and borrowed money to get started, that they are about to give up 
unless some change occurs soon. 

I have had this personal experience, incidentally, in many parts of 
Minnesota. 

But this is not, and never has been, the American way. Our worship 
of some so-called law of survival of the fittest has never extended to 
the length of allowing people to suffer increased loss and bankruptcy 
in order to get rid of them and thus get rid of the problems they pre- 
sent. Moreover, should many of these farmers give up, the land would 
still remain, and could easily be incorporated in the development of 
the corporation farms to which I referred. The land would probably 
continue to produce surpluses. F 

Nor do we apply these free market ideas to other areas of our 
economic life. We give depreciation allowances and tariff protection 
to industry. We have fair trade laws which permit private interests 
to fix minimum prices. We subsidize transportation and publications 
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because we regard it in the national interest todo so. A healthy agri- 
cultural economy is certainly as important to the national interest. 

Furthermore, agriculture is of all industries the one to which the 
law of supply and demand could apply least effectively. Demand may 
be somewhat predictable, but no human agency can foretell what 
weather and other natural hazards may do to the supply. Nor have 
we devised any way, except through Government, by which millions 
of farmers can get together to determine what share each of them 
should contribute to any needed supply. 

Agriculture, like industry, expanded greatly to meet wartime needs. 
Our Government encouraged this expansion, as essential to national] 
security. In order to induce farmers to expand their productive 
facilities they were guaranteed prices at a high fixed percentage of 
parity. Now that the need for increased production seems no longer 
present, the problem is how to make the necessary adjustment. The 
measures taken to cushion this adjustment for industry are well known. 
Certainly, when changing conditions call for economic changes, 
farmers should not be the lone group called upon to make the sacrifices 
and to suffer the losses attendant upon such readjustment. 

What ought to be the goals of an agricultural program to solve the 
farm problems—and what are the principles that should be followed 
in our efforts to achieve those goals ? 

Farmers are entitled to parity income and Government programs 
should insure a situation in which farmers could achieve such parity. 
Parity in income means that farmers operating efficiently could achieve 
an income which—in terms of ability, effort, and investment in- 
volved—would be on a par with those averaged by nonfarm families 
or the population as a whole. 

The family-size farm economy 

Senator Arken. Mr. Chairman. 

The Cuatrman. Senator Aiken. 

Senator Arken. I would like to say to the Governor that as far 
back as the Agricultural Act of 1948, we wrote in a provision instruct- 
ing the Department of Agriculture to work out a formula to determine 
parity of income for farmers. Nine years later, they have not come 
up with any formula. They seem to find it almost impossible to work 
out a formula. 

The Cuarrman. As I recall, it was in the 1938 act. 

Senator Arken. We have been trying that for years, to try to get 
a satisfactory formula. Now when most people use the word “parity,” 
they really mean “equity” these days, rather than income. 

Governor FREEMAN. Yes. 

Senator Arken. And parity of income is what they should mean. 

If anybody can work that formula out, it would be helpful. 

Senator Youne. Has there been anybody working in the Depart- 
ment of Agriculture for the past 5 or 6 years on trying to develop a 
new parity formula? I cannot recall anyone since my time. 

Senator Arken. We got a report along about 1950, but it did not 
tell anything. In other words they have not been able to work it out. 

Senator Youns. I think it would be well if this committee made a 
request of the Department of Agriculture to have some of their top 
people try and work out a more equitable parity formula. 

Senator Arken. Yes. 
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The Cuarrman. Proceed, sir. 

Governor Freeman. I have found so often when return to an indi- 
vidual farmer is concerned, the investment involved is so often ignored 
in terms of computing what is the proper return. 

Senator Arken. We have a really paradoxical situation. We can 
come up with figures showing that farm income is way below the aver- 
age nonfarm income, and yet come up with another set of figures show- 
ing that the net worth of the average farm family is about $5,000 more 
than the net worth of the nonfarm families. 

All that means, I guess, is that the farmer gets his money tied up 
and cannot spend it. 

Governor Freeman. I think that is probably what is does mean. 

Senator Aiken. And you get so many paradoxical situations. 

Governor Freeman. That is true. This goes back to my comment 
on figures, that it is so difficult. 

Senator Tarr. Mr. Chairman, that is easily understandable. An 
average farmer on 80 or 160 acres must have anywhere from $8,000 to 
$16,000 as personal property without real estate. 

Senator Arken. That is right. 

Senator Tuyr. And a man can have a pair of overalls and canvas 
shoes and gloves and make his living that way by being employed. 
Therefore, it is impossible to determine equity on the basis of what 
are his assets and what is their values, because for a man making a 
living down here on the street, all he needs in the world are those 
shoes and a pair of overalls and canvas gloves, in climatic conditions 
that are reasonable, and not too cold. But a man operating a farm 
has got to have a personal investment or he is not in the business of 
farming. 

The Cuamman, On the other hand, Senator Thye, I believe that the 
average farmer is more frugal than the city man. 

Let us go on. 

Senator Tuyr. Thank you, Senator. 

Senator Arken. Correct. 

Senator Humpurey. You should talk to my wife. 

The Cuatmrman. Proceed, Governor. 

Senator Young? 

Senator Youne. We apply an entirely different system to labor than 
we do to agriculture. Now, in agriculture, we say, when you produce 
too much, your price goes down. We do not say to labor, if there is a 
surplus of labor, if you are producing too much, work for a little 
less, and that will solve your problem, do we? 

Governor Freeman. No; we do not. 

Senator Youne. We usually give them more money and less hours. 

Governor Fremman. That is exactly right. 

Senator Youne. And we apply exactly the opposite to agriculture. 

Governor Freeman (continuing). The family-size farm economy 
should be sustained and encouraged as the most desirable form of 
agricultural production from the point of view of both social and 
economic efficiency. 

While on occasion the huge corporation-type farm may produce 
more profits, the other social and economic consequences are so alien 
to our American standards that our farm policies should definitely be 
directed toward the preservation of the family farm. 
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We should not lose sight of the long-term needs for food and fiber of 
our own people and those outside our borders. The productive poten- 
tial of our soil and water resources must be conserved and enhanced. 

Senator Scuorrret. Mr. Chairman, I would like to ask the Governor, 
Do you have in your study of this problem anything to suggest to this 
committee as to what that family-sized farm would be or could be or 
should be? There are limitations, I am sure you might be aware, that 
fit Minnesota or might fit Kansas, and might not fit for the South, East, 
or West. 

Governor Freeman. Yes. 

Senator Scnorrrer. Have you given any thought or study tothat ? 

Governor Freeman. I have given some study to it, Senator. I am 
sure not as much as you have or this committee. The best I can define 
it is by referring to the statement that the family-size farm by and 
large, is one that is operated by a family unit that may be has itinerant 
help, but primarily functions around a family unit with one hired 
man, who live on the place and operate the place. 

Senator Scnorrret. I see. And I note that in that paragraph you 
again refer to the huge corporate-type farming enterprise, and I asked 
you a while ago about whether you had any law on your statute books. 
’ J think this committee should know that Senator Capper, who was 
once a member of this committee and onetime chairman of this com- 
mittee, as Governor of Kansas, in his wisdom and judgment of mem- 
bers of the legislature, put on the statute books in my State a law 
preventing corporate farming, and that has been very seriously adhered 
to. And I think that may be something individually these States 
would want to consider. 

Governor Freeman. What difference would it make, Senator, if it 
was a corporation or if it was a private person that owned 50,000 acres? 

Senator Scuorrre.. Well, he can get at it a little bit better if he is a 
corporation. 

Governor Frepman. I think it would work better politically, but I 
am not sure that it makes any difference practically. 

The Cuatrman, Proceed, Governor. 

Governor Freeman. It is obvious that only a program that is 
national in its scope can meet the needs of American agriculture. I 
have already stated that no way has been devised whereby millions of 
independent producers can coordinate a program except through 
Government. This is very clearly an area in which a great need 
exists, and there is no other agency which can meet that need except 
Government. No preconceived attitude of opposition to Government 
action per se should be permitted to overshadow that fact. It is a basic 
principle of our democracy, held by our Founding Fathers, an- 
nounced eloquently by Abraham Lincoln, and followed consistently 
by our people, that when a need exists which cannot be met by indi- 
vidual action or by any other private means, it is the obligation of 
Government to act. 

A national program should not be arbitrary or overcentralized. 
Overall planning must be national in scope in order to be effective. 
But decentralized administration by farmers themselves through dem- 
ocratic processes adapted to each locality, making use of farmer com- 
mitteemen elected by the farmers themselves, and charged with real 
responsibility, should be a major feature of the program. 
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This local direction by farmer-elected committees is of utmost impor- 
tance, particularly in a program which involves control of production, 
for in such a program success depends upon the understanding and 
participation of farmers. In Minnesota we have had convincing 
experience of the importance of this factor. 

During the 4 months between November 1, 1939, and March 1, 1940, 
the committee program reached 211,868 farmers at 4,199 meetings, held 
in every county in the State. The Extension Service, PMA, FHA, 
SCS, and every agency concerned c operated. 

The Minnesota figure for farmer participation and compliance 
reached 94 percent. But in recent years this picture has changed. 
Local committees no longer function as actively as they did, and county 
office managers perform most of their functions. The attitude has 
changed. Farmer participation has dropped considerably, to an aver- 
age of 50 percent or lower. ' : ” 

Any agricultural program, and especially one in which production 
control must be an important part, means the economic livelihood of 
our farmers. They have a right to local participation. This is the 
only means by which such a program can be planned locally on a sound 
basis and effectively carried out. It alone can produce the understand- 
ing necessary for the success of the program. 

Senator Arken. Governor, are you referring to the ACP programs 
or compliance in keeping within the allotments ¢ ,919: 

Governor Freeman. I am referring to both of them, sir. I think 
the ACP program in our State now is down to under 40 percent, and 
the allotments—it is a little difficult—of course, when you have corn, 
that is down to 50 percent below compliance requirements now. 

Senator Arcen. Then the drop in ACP compliance or participation 
in that case would not hold true in all States, because in my State we 
have used up all the money, and I am seriously thinking of asking the 
Appropriations Committee, of which our chairman is one of the most 
influential members, to put the ACP appropriation up to where we 
can have money enough in Vermont to carry out the practices which 
are already approved. 

The CuairMan. I suggest you see Secretary Benson. 

Senator Aiken. We have used it all up this year. No. I think the 
Appropriations Committee can do it in this case. 

The Cuarrman. But they fight it, though. 

Senator Arken. They have approved $50 million more than they 
usually do. 

The CuarMan. Well, that is chickenfeed. 

Senator Arken. But it needs probably another $50 million. 

Governor Freeman. I feel very strongly in talking to farmers that 
when you talk about production control, which obviously we have to 
have if we are going to have supports, you just cannot administer a 
program of production control without local farm committee par- 
ticipation. 

Senator Arken. Yes. I think, Governor, that we have got to have 
a wider program than the ACP program for those States which can- 
not participate in the soil bank program to a great extent, such as 
yours and mine. 

Governor Frereman. I agree with that, Senator. 
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Senator Arken. They are the diversified production States. 

The Cuatrman. Governor, could you state the reason for this differ- 
ence in compliance ? 

Governor Freeman. I think it has been——-— 

The Carman. In the last few years as compared to the early 
stage of this program. 

Governor Freeman. You take the responsibility for making deci- 
sions away from people, and they no longer care to participate. And 
| find throughout our State that farmers on an advisory and not an 
active basis see no reason why they should give the time and effort 
and interest to this program that they gave before, because they are 
not doing anything. 

Senator Arken. I think, Governor, one year they tried requiring the 
farmers to go into the office and sign up for participation in the pro 
gram, and I believe they have given that up this year because there 
was a drop in participation when they had to go to town and sign 
up to go along with it. This year I think it has been the practice in 
many States, ‘at least I know it has been in mine, that the represent- 
ative of the ACP calls the farmers up or else sees them somewhere. 
As I say, participation is large enough that we have used up all our 
money, and we would use more if we had it. 

Senator Humpurey. One of the problems which we have got out 
there, which nobody can minimize—and I recognize the difference in 
the national pattern—is that you have always had county managers, 
not always, but for a long time, in the Northeast and you have had 
them down in the southern part, but there was about a 16- or 17-State 
midwestern area that has had the old farmer-elected committee system 
doing the program with a chief clerk, and that program, when it 
changed over to a county manager system, has caused serious difficul- 
ties. They are primar ily psychologic al. 

But there is no use kidding yourself. These factors are there. 
Now, I have found this out in Towa. I was down in Iowa and I 
visited with a number of these people. I have had innumerable letters 
because of the inquiry that we made into this. And every time | 
have gone home to Minnesota, all I hear from the farmers that come 
in is the problems that they have with their county committees. They 
are relegated to this advisory capacity, and whether they are right 
or wrong, that is not the important thing. It is how they feel about it. 
And they just do not like the county manager system. 

Now, they may like it 4 years from now or 3 years from now. 

Senator Arken. We had a little different situation in that it was 
difficult to get county committeemen and local committeemen who 
wanted to spare the time to do this work. And so I think that hiring 
an office employee relieved them of some of the work which they did 
not want to do, anyway. There was a drop, however, in the year 
1954, when they were required to go to the office and sign up for 
these benefits. But this year that drop has been wiped out, and I 
think probably we are having a record year in participation. 

Senator Humrnrey. I want to mention this Missouri situation. 
I find that the committee chairman of the ACP down there had never 
been a participant in the program. The second member of the com- 
mittee had never been close to participating. I will say that the 
chairman had one participation. He had one crop on corn, over which 
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there were some allegations. That is the chairman. The second man 
had never been in the program. And county manager after county 
manager had never been even close to being in the program. 

In other words, they came out of college and they knew a lot about 
business administration, or they knew something about the theories 
of economics, and they took a test and they were hired and they were 
put in as county manager. And farmer after farmer came in and 
said, “This guy doesn’t know anything about farming. I just don’t 
want to participate with him.” mes 

Now, that kind of problem just magnifies the lack of participation. 

Senator Arken. There has been another reason for the full par- 
ticipation in my State, in that all Federal agencies, all farm organi- 
zations within the State, and all political parties within the State all 
work together. 

Senator Humenrey. That make a world of difference. 

Senator Arxken. That makes a tremendous amount of difference. 
And I know that there have been some States where there has been 
a great deal of activity spent in fighting each other instead of cooper- 
ating for the same end. 

The CuarrmMan. Proceed, Governor. 

Senator Anperson. When he says all these political parties work 
together, I understand how he gets elected so easily. I did not under- 
stand that. 

Governor Freeman. I was thinking about that, too, Senator. 
[ Continuing : | 

CAREFUL STUDY AND ANALYSIS 


The formulation of specific programs should be based upon a con- 
stant consideration of the goals to be achieved. It should involve a 
careful study of successes and failures of measures that have been 
tried, the soundest possible statistical analysis, and a careful consid- 
ation of the trends of technology and population in a changing world. 
You have access to such information, research, and analysis. The 
time for decision has arrived. An adequate and effective farm pro- 
gram must come out of this session of Congress. 

IV. I should like to present a few important features that I believe 
should be incorporated in the comprehensive program which should 
be enacted. 

PRICE SUPPORTS 


Price supports at fixed levels of at least 90 percent of parity should 
be restored immediately—and they should apply to all products which 
are in fact basic to our agriculture, and not merely to 5 or 6 products. 
The facts which I have presented about Minnesota make it clear 
that to most of our farmers livestock and dairy products and other 
erishables are of major importance. Any program which is to be 
0th equitable and effective should include these products for parity 
ae 

Sut price supports alone are not enough. Programs should be 
developed and directed not only toward parity prices but toward 
parity in income. Production payments along principles now fol- 
lowed for sugar and wool should be used. We should use loans, 
purchase agreements, production payments, and any variation or com- 
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bination of these and other techniques, when they can contribute to 
the overall goal. 

As a part of such an income support program, intelligent, equitable, 
and effective use of production controls is essential. I would repeat 
that this must include local farmer participation, broad acceptance, 
and general understanding. 


FAMILY-SIZE FARMS 


The support program should provide special encouragement to 
family-size farms. A program which would pay higher supports 
in cases where the total gross income of a farm was within the range 
usually received by such a family farm would provide substantial 
encouragement. Such variations in support levels, based on gross 
income, would help to improve the competitive position of the family : 
size farm in relation to large corporation farm. 


MORE AND EASIER CREDIT 


Kasier credit for farmers should be provided. ‘This, too, would be 
of special assistance to family farms. Young farmers who began 
after the war have been particularly hard hit by the cost- price squeeze, 
because the capital investment they had to make was so great, and they 
have had constantly decreasing returns. In Minnesota most farmers 
are paying 8 percent on short-term chattel loans—and 8 percent in- 
terest today will put almost any family-size farmer out of business if 
he must operate on very much borrowed capital. 

Senator Ture. Governor, do you mind an interruption at that 
point ? 

Are these young farmers taking advantage of the Production Credit 
Administration and obtaining loans in their local section ? 

Governor Freeman. They tell me that they are trying to. 

Senator Tuyr. Yes. But those local associations do not charge them 
8 percent, Governor. In the Tri-County, in Washington and Dakota, 
these counties have an excellent loan association, and I am positive that 
they are not charging 8 percent. If they are, I would be very much 
surprised, and I helped organize that. 

Governor Freeman. Which one is this? 

Setnator Tuyr. The Tri-County Credit Association, the Produc- 
tion Credit Association, and that is Dakota County and Washington 
County. They have their offices there in that Tri-County organiza- 
tion, and I know that they are not charging 8 percent, Governor. 
That association has been in existence now for some 8 or more years. 
Therefore they must be strong enough to be fairly safe in supplying 
the needs. 

Now, if it was a short-term 

Senator Humenrey. That is it. 

Governor Freeman. That is the point. 

Senator Ture. Short-term at the bank. 

Governor Freeman. That is just precisely what I am talking about. 

Senator Torr. No, But there are in those different counties, Gov- 
ernor, the credit associations, and they were functioning in the thirties 
prior to the war, and they have stayed in continuous operation, because 
I have attended their annual meetings. 
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Governor Freeman. There are some of them. I have attended 
and spoken to them, too, nel 

Senator Tuyr. Yes. Ihave attended many of them. Iam positive 
that they do not charge 8 percent. 

Now, if you were going to a bank and you just wanted $2,000 for 3 
months and you were not putting up very good security, they may ask 
you § percent. ; ; ; : 

“ Governor Freeman. That is correct. That is what I am talking 
about. 

Senator Tuyr. But not too often are they compelled to do that. 

Now, I will say to you, Governor, that this committee right here has 
as one of its responsibilities the objective of broadening credit facili- 
ties for the farmer. We sat right here at this table and protected the 
Farm Credit Administration at one time when there was some thought 
that it was not needed any longer. ‘That was in the war years. But 
we saved it then, and we are going to broaden the act now. 

But with respect to 8 percent interest—I do not know where you 
would find an area in the State where the Farm Credit Administra- 
tion did not have some sort of association, a Production Credit Asso- 
ciation, that could handle short-term production loans, and they have 
never charged any 8 percent. If they did, I think that we need to 
look into the Farm Credit Administration. 

Senator Humpnrey. But the problem that you are having there, 
which I found—and I will give you a specific example—I was in 
Waverly, Minn., on the 17th day of September. I spoke there to a 
group of people. I spoke there a year ago, and there were twenty- 
some people that time, and now there were over 400. The bankers 
from Buifalo, Cokato, Howard Lake, and Waverly, Minn., were all 
there, and the production credit people were there and the FHA peo- 
ple were there, and rather than having a chance to talk with the 
farmers, I spent all my time talking with the bankers and credit peo- 
ple. And what was their story? They are out of money. They have 
overextended. And they had 13 or 14 young farmers from those 
counties with them. All of them were at the breaking point. They 
have no more credit that they could get, and the PCA people and 
bankers, Senators, went down with me to Ogle’s Cafe, and we sat down 
for a considerable period of time, and their story was that you have got. 
to do something to bail us out. “We are overextended to the point 
where we cannot loan another dollar to these young farm families.” 

Now, this is the problem that you are getting constantly all the 
time. 

Governor Freeman. That is precisely the case. 

Senator Tuyr. I would say, Senator, that it may be that the produc- 
tion credit association, on that type of a loan, had advanced all that 
it could on the chattels and, therefore, they could not go any further, 

Senator Humenrey. That is the problem. 

Senator Tuyr. But that question will have to be handled exactly 
as the farm credit needs were handled in the early thirties, when the 
Congress approved what was known as the Commissioner’s loan, which 
was a echo mortgage to the Federal land bank. 

We may need some sort of a credit here to deal with the emergency, 
but I do not believe that production credit would ever charge such a 
rate of interest as 8 percent. 
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Governor Freeman. I would not say that. 

Senator Ture. It would only occur in the event a young man went 
to a local bank, and even then it would have to be a pretty risky loan, 
if the banker was charging 8 percent. 

Governor Freeman. With the contract. 

Senator Tuyr. That is not the type of interest rate in Minnesota. 

Governor Freeman. In the first place, the PCA has limited loaning 
authority. Many of them have used up the amount that they have. 
And they also do not serve every community in our State, as you well 
know. 

I don’t know offhand how many there are, but they do not serve every 
community in the State. And many of our farmers deal with their 
local banker for a variety of reasons, as you know. And I know, too. 

In short term loans today, why farmer after farmer has told me 
that he is paying 8 aeneee interest to the local banker. 

And when I had a farm advisory committee in, of 20 people from 
around the State, representing all different farm organizations in 
groups, it was generally agreed that most of them were paying—those 
that were in a difficult credit position—8 percent for their short term 
money. 

Senator Arken. If your farmers are forced to pay unwarranted 
high rates of interest by the local banks, is there not something wrong 
with your State law? 

Governor Freeman. No. 

Senator ArkeN. Does Minnesota law permit 8 percent? 

Governor Freeman. 8 percent interest; yes. 

Senator Anperson. I want to bring in one little word of support. 

Senator Arken. We have a 6-percent limit. 

Senator Youne. 7 in our State. 

Senator Anperson. I had a cousin who wanted to get into the farm- 
ing business. He had gotten out of it because of family difficulties. 
I have recited this before. He lives in Iowa. He had been working 
as a tenant farmer. 

He had $10,000 in cash, $5,000 in equipment, and wanted to buy a 
£99 000 farm and could not buy it. He could get a $12,000 loan but 
that still left him $7,000 short. 

He was unable to find the money anywhere in the Federal credit 
system. There were only two banks in his town. Neither one would 
look at a loan of that character. 

I agreed to endorse his note. They would not take any endorse- 
ment, either. I think I could have bought the capital of both banks 
without thinking too much about it. 

I finally loaned him the money, and he paid me off in 51% or 6 years. 
So he really wanted to farm. 

It is that sort of person that I hoped you were worried about. I 
know Senator Thye 1s worried about it. 

Senator Tyr. I can definitely assure you, Governor, that before 
this committee gets through with this farm question, the Farm Credit 
Administration will give us a report. We are scheduled to make a 
complete study of the credit needs of the farmer because there is no 
question but what he is hard pressed and it is frequently this youth 
who came out of World War II- 


Governor Freeman. That is right. 
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Senator Ture. And acquired his property during an era of inflated 
prices. a. 

Governor Freeman. That is right. 

Senator Ture. He is trying to pay off his obligations today on a 
reduced income and in a tight credit situation. 

So for that reason this committee is already on record for making 
a complete study of credit needs. The Farm Credit Administration 
officials will be up here at the earliest opportunity before this com- 
mittee, and we will hear them, and we will get a report on what the 
credit situation is in Minnesota. 

Senator Youne. I think you are dealing with a very important 
subject, an important problem out in our area. The administration, 
[ understand, is working on it. 

I have taken it up with the Farmers’ Home Administration and they 
are coming up with some new recommendations, too. 

One of the real problems we have out there is with the younger 
farmers, the war veterans. They may owe money to several different 
places and the Farmers’ Home Administration for years has had a 
policy against refinancing of debts. 

Governor Freeman. That is right. 

Senator Ture. This young fellow has no place to go when he wants 
to get his debts refinanced. I think something positive will be done 
on that soon. 

Senator Anperson. That is a very true and accurate statement of 
the situation. 

Governor Freeman. It is. 

Senator AnpErson. It seems to me, Senator Young, if I can inter- 
pose, that you cannot put a flat rule down and say, “We will never 
refinance.” 

I think there are circumstances where refinancing is the only thing 
that will save many of these people. It is a very serious problem. 

Senator Humrnrey. The total sum of money that the FHA has 
is totally inadequate for the capital investment of the plant. It is re- 
lated to 1940 standards. You do not have the dollars in the till to do 
the loaning that needs to be done. This would be like a man trying 
to pay for a house on the basis of credit facilities that were available 
in 1940. 

Senator Youne. We will have to appropriate more money for that. 

Senator Humpurey. You buy a $25,000 house today that you could 
buy for $8,000 in 1940. 

Senator Arken. This prohibition against refinancing was before you 
were Secretary, was it not, Senator Anderson ? 

Senator Anprrson. I think it has been steadily in effect. 

Senator Arken. For about 15 years that has been in effect. 

_ Senator Anperson. And longer. The point Senator Young makes 
is a very valid one. Farm values sometime drop. I saw a statement 
the other day that Iowa farmland had gone up $10 an acre. That is 
not general. And the value of equipment has gone higher. It takes 
more money to do these things and men get very short of credit. 

Senator Arken. I think the number of applicants for the FHA is 
probably near an all-time low today. The amounts they want to bor- 
row is probable at an all-time high. 

— Humpurey. Another reason for that it is very hard to get 
a loan. 
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Senator ArkEeN. Fewer people have to borrow more. 

Senator Humrpnrey. It has bannker’s standards today and it is one 
of their real problems. There is no use of having it if the private 
bank can do it. I think there is no use for the Government being in 
the credit field then if it is not willing to take greater risks. 

Senator Arken. They do not have the st: andards of the midthirties. 

Senator Humpnrey. They have tightened. 

The Cuarrman. May I say in passing, on my recent trip to the Phil- 
ippine Islands where there is no limit as to the charge of interest, the 
farmer there paid in the past 200 percent, and we have had to organ- 
ize cooperatives in the Philippines which reduced the interest rate 
from 200 to only 25 percent. 

Proceed. 

Governor Freeman. Our situation in Minnesota clearly indicates 
this need for credit. The real-estate debt on Minnesota farms in- 
creased from $324 million in 1953 to $337 million in 1954; the non- 
real-estate debt increased from $160 million in 1953 to $181 million 
in 1954 (according to USDA report of January 1, 1955). 

Federal land-bank reports, which take us into 1955, show that PCA 
loans on chattel mortgages in Minnesota totaled $14.6 million at the 
end of 1953, $16.6 million at the end of 1954, and $18 million at the 
end of 1955; and that Federal land-bank mortgages totaled $65.1 mil- 
lion at the end of 1953, $70 million at the end of 1954, and $78.5 mil- 
lion at the end of 1955. 

The increase in per capita farm debt was even greater, since the 
population living on our farms has decreased as follows: 645,819 in 
1951; 636,490 in 1952; 629, 698 in 1953; 625,453 in 1954; and 624,071 
in 1955. This increase in debt is most significant because it comes 
while incomes are declining. 

Many Minnesota farmers have reported that they cannot get credit 
that they sorely need. They cannot get the credit to build farm homes 
that people in cities and towns can get. Therefore, I believe that it 
is important to provide more and easier credit. 

[ should like to propose a program of guaranteed loans to farmers, 
to provide them with capital to build homes, to get needed machinery, 
and to make necessary transitional changes. 

A program patterned after the insured mortgages under the Fed- 
eral Housing Administration, whereby the Federal Government 
would insure sound loans to farmers made by private lending agencies, 
could do a great deal toward solving the credit problem. 

I believe that a program could be worked out whereby sound loans 
now existing could be brought under such a guaranty. Such a pro- 
gram could provide credit at lower interest rates and for longer terms 
than are now available. 

If this credit program were a part of a sound overall farm program, 
and if it were carried out on a really adequate and financially sound 
basis, it would do a great deal to restore to American farmers their 
confidence in the future. 

It would make it easier for them to carry out the changes in their 
operations that may be necessary. It would assist those businesses 
now hard hit by depressed farm purchasing power, and the financial 
institutions that would participate in the program. I urge you to 
give serious consideration to this proposal. 
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I wonder if the local banker knows the local situation and if the 
FHA principle of guaranty were put into effect and the longer period 
of loans on chattels. 

My banking commissioner tells me when they go out in the State 
they find that the farmer has financed a tractor or something and it 
will usually be on a year’s basis. Everybody knows he will refinance it. 

But nonetheless, the fact that it is so much and he is allegedly or 
on the record supposed to pay it up in 1 year, actually discourages 
the making of the payments, puts him continually under the pressure 
of paying off in a 1-year period, and also puts the local banker under 
the pressure with the banking examiner with regard to how long he 
can make these loans and if there were a guaranteed proposal on it 
and a longer period in paying off chattels and personal property I 
think it will be very, very helpful to the farmer that has to buy so 
much of that kind of thing. 

Senator Humenrey. I want to make one observation, Mr. Chairman. 
The only area in American life that pays higher interest for short- 
term loans than for long-term loans is the farmer. Any businessman 
in the world can get a short-term loan at low rates of interest. The 
farmer has to pay on short-term loans high rates. He is the one 
person that stands on his head. ; 

If the Government borrows money, they get low interest on short- 
term. If General Motors borrows, they get low interest. 

Senator Youne. I borrowed some a few years ago and I paid 7 
percent. . : 

Senator Humpurey. We had to do a little refinancing on a little 
business of ours where we bought some $20,000 worth of equipment. 
We borrowed money for a short term at the lowest rate. Whereas 
if the farmer borrowed the same money for the same machinery he 
would pay a very high rate of interest. 

Senator ArkEN. We have 48 States setting 48 interest limits; that 
is partly due to that fact. In my State it happens to be 6 percent. 
I doubt if it is any lower in any State. 

Senator Humpnrey. Why can you go in and buy, for example, new 
air-conditioning equipment for a business place on short-term loan 
at 4 percent interest? That is good, 4 percent. And if you went 
out and bought a new piece of farm machinery, and borrowed short- 
term money on it you would pay 6 percent on it. 

One has got a depreciation to it. It is fixed in a building, loses 
its value as soon as you put it in, except as you keep this business. 
I have seen that happen. 

[ know what we have to do. You can borrow money for almost a 
third less on a piece of equipment that you are going to put in a 
retail establishment, that will have little or no value once you have 
fixed it into it with the ducts and your lead-ins and wiring and 
everything else, If you sell the store, you do not get anything for it. 

Yet, if you buy a binder or a combine or a piece of equipment you 
pay 2 percent more interest. 

Senator Arken. You can make that look even worse by pointing 
out that the industrialist probably owes 80 percent of his total net 
worth, and that the farmer owes 20 percent of his total net worth. 
Yet the farmer pays the higher rate of interest. It does not make 
sense, 
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Senator Ture. 1 would say to my colleague, and I say this in all 
good nature, the only difference is this: There is not the possibility of 
smashing up that air-conditioning unit. 

[ had a man just here in December who failed to set the brakes on 
the tractor and it started rolling down the hill and hit a tree. When 
I got through, it cost me $136 to fix up the front end of that tractor. 

‘Senator Humpnrey. You have insurance on that. 

Senator Tuyn. A man with a combine can pick up a good sizable 
rock with the pickup and wreck the whole front end of the combine. 
And the man that owns the equipment would probably be sitting 
there with it wrecked and with no sales value to it. That is the 
difference. 

You and I cannot escape that, and that is what we are faced with 
on these chattels, farm machinery, because so many things can happen 
in a matter of seconds which would absolutely ruin the value of that 
chattel. 

Suppose the tractor was left without oil in it, for a matter of an 
hour. The tractor motor is shot. That is what is involved. 


ASSISTANCE TO LOWER INCOME FARMERS 


Governor FreeMAN (continuing) : 

Assistance must be given to the lower economic level of farm 
groups—either to provide them with the help they need to become 
better farmers or to ease the transition to some other occupation. 
Encouragement of decentralized location of industry, in areas where 
labor from the farm can be used, has proved beneficial to all con- 
cerned in Minnesota, and we are continuing to push this development. 

Training programs and guidance in rural high schools could ease 
transition from farms where this is necessary. Financial aid, either 
for improving agricultural operations or for transferring to another 
field would help. 

In Minnesota we are trying to decentralize industry in many areas. 
I am going over to testify before the Labor Committee when I leave 
here in connection with the so-called depressed areas bill and I think 
where certain areas are not economic for agriculture—we have some in 
Minnesota, intelligent assistance in making some of those transitions 
should be made, and not just force people out as best they can. 


INCREASED CONSUMPTION 


Measures should be taken to achieve the optimum consumption of 
agricultural products. This should include an expanded school lunch 
program. In Minnesota our school lunch program is working so effec- 
tively that the present allotment will be exhausted by the end of Feb- 
ruary 1956, and an additional allotment is needed if the program is 
to continue. I believe we are all agreed that supplying more milk for 
our children is one of the most constructive parts of our program. 

Senator Arken. We have 12 States that will be out of money before 
February 1 and will have to discontinue their milk program. We 
have at least half of the States out of money to continue the brucellosis 
program. I hope we can get those two matters taken care of because 
if there is once a lapse in the program, they will not likely start it up 
again this year. 
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The CuarrMAn. I understand the House is going to send us a bill. 
Senator Arken. The House, I am sure, has a favorable report on 
the school milk bill. I am sure you will have one tomorrow on the 
brucellosis bill. Those are the two items that are important, that are 
critical right now. 

Governor Freeman. We should also increase consumption by a 
food stamp plan to provide better nutrition for the millions of Amer- 
ican families whose incomes are not now sufficient to provide them with 
adequate nutrition. : 

Twelve million families with income of less than $2,000 a year can- 
not purchase enough good food to meet American standards. In 
Minnesota alone, our 52,000 people on old-age assistance, the 20,800 
receiving aid to dependent children, plus thousands of others who re- 
ceive various kinds of local assistance and relief, could benefit from 
such a plan, while helping to eliminate our surpluses. 

The food stamp plan provided should have the flexibility which 
would permit its use to promote the consumption of products which at 
any time might be in long supply, particularly as applied to perish- 
ables. It is interesting and important that perishable foods—dairy 
products and fresh fruits and vegetables—are among those most 
needed by those whose diets are nutritionally deficient because of 
insufficient income. 

Senator Arxen. At the time I introduced that bill the first time, 
and you have described it pretty well, there were about 30 million 
people in the country living on less than $1,400 per family per year. I 
expect there are about the same number of people getting by on less 
than $2,000 today. 

Governor Freeman. That is correct. 

Senator Arken. About 30 million. They would use up the surplus 
pretty fast if they had a chance. 

Senator Anperson. Can I say that I happened to be reading over 
some testimony that I presented to this very committee in 1947, in 
which I suggested that this country would be in difficulty if it did 
not establish what I called a floor under consumption, and I referred 
specifically to the food stamp plan of Senator Aiken. I thought we 
ought to pass that. I thought we ought to pass the expansion of the 
school-lunch program, so they would be available in case surpluses 
began to build up and could be used as a means of holding down 
these surpluses. 

And I am glad to see you now again urging that something of that 
nature be available because if it could be used I think it would be 
very, very beneficial indeed. 

Senator Arken. When surpluses build up, or employment starts 
down, the foot allotment program would immediately start to work 
on both ends. 

Senator Humeurey. That is right. 

Senator Anperson. Yes. 

The Cuatrman. Proceed. 

Governor Freeman. A program for increased consumption should 
also include leadership in formulating and carrying out international 


programs for the use of food as an instrument for peace and good 
will abroad. 
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CONSERVATION OF SOIL AND FERTILITY 


Programs for the preservation and restoration of our soil and 
water resource potential should be undertaken, and those that exist 
should be expanded. We should strengthen the Soil Conservation 
Service and our programs for forestry m: janagement and flood control. 

A sound and effective program for taking acreage out of produc- 
tion should be adopted. Any -soil-bank program, however, should 
be carefully designed to consider the nature of the soil which ought 
to be “banked,” to operate equitably in all areas and among all farm- 
ers, and to be really effective in acocmplishing desired ends. 

A program, for example, such as the one now proposed with regard 
to land used to produce basic commodities, would affect in Minne- 
sota only the acreage now devoted to corn and wheat, and would be 
of value to only a very small proportion of the farmers in Minnesta. 

Furthermore, if I may add, somebody called my office and dictated 
just the day before I left, a specific illustration from a farm in 
southern Minnesota where they took the equivalent of what would 
come out on soil bank and put in more fertilizer and ended up pro- 
ducing substantially more than they did before they put the acres out. 

Senator Anperson. Would you mind filing that with the commit- 
tee, adding it to your testimony at this point? 

Governor Freeman. All right. 

The Cuamman. You can multiply that example by thousands all 
over the country. We will put that in the recor 

Governor Freeman. I think I will keep that, instead. Thank you 
Senator. I may want to use that. 


FARM COOPERATIVES 


Constructive encouragement of farm cooperatives, a policy which 
has been written into Federal law since 1929, should be continued 
and expanded. Farmers have already done much to improve their 
own financial position through cooperative organization, and can do 
much more. 

RESEARCH AND EXPERIMENTATION 


Scientific and technological research, to develop new and better 
products and particularly new uses for age icultural products, should 
be constantly emphasized. 


IMPORTANCE OF ADMINISTRATION 


No Government program can be carried out effectively to achieve 
the purposes for which it was enacted unless it is administered by 
personnel who believe in those purposes and are determined to carry 
out the intent of the law. 

This is particularly true with regard to an agricultural program 
designed to meet the needs of a vast area under changin conditions, 
because such a program cannot be spelled out in rigid detail, but 
must rather provide for variations to meet diverse and unpredictable 
situations. 

I believe that the programs in effect today could have been of 
greater benefit to our farmers had they been administered more 
thor oughly in line with the intent of the law. 
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I have already referred to the decreased effectiveness of the local 
farmer-committee program. Administrative officials have not always 
used the authority they have to the greatest benefit of the farmers. 

In the current pork purchase program, for example, perhaps the 
processors and packers have benefited by the expenditure of $85 mil- 
lion, but it has not helped the price that farmers received for their 
hogs. ; 

Had such expenditures been made to farmers, for example, as 
premium payments for marketing lean hogs of less weight, there 
would have been less pork on the market and the benefit would have 
been to the farmers themselves. When administrative officials in 
charge of a program express their disapproval of the purposes of the 
program itself, there is little reason to hope that the program will 
succeed. 

I would therefore urge you to write into the law you will enact, 
as specifically as you can, a statement of the intent and purposes to 
be achieved, and require that it be administered in a manner that 
carries out those intents and purposes. 


FARM PROBLEM CAN AND MUST BE SOLVED 


We cannot afford a defeatist or a laissez-faire attitude toward our 
farm problem. We in America are blessed with a democratic govern- 
ment. We ought not to be afraid to use it. We must not be caught 
in blind prejudices that prevent action by means of representative 
government, when only by such means can solutions be found and 
implemented. 

We can solve the serious agricultural problem which faces us today 
if we adopt a program based on a philosophy of plenty, which recog- 
nizes the needs of the future, which has the imagination and the 
courage to meet the challenge of bringing to our own people—and 
to the world—the possibilities of plenty that scientific and techno- 
logical progress make possible. 

I believe that you can evolve a constructive, farsighted program 
to the benefit of America and the world. It has been a great. privi- 
lege for me to try to make some contribution to your efforts to that end. 

(The prepared supplemental statement of Governor Freeman is as 
follows:) 

MOVEMENT OF MILK AND MILK PRODUCTS 


Your committee is aware of the importance of dairying to the economy and 
people of Minnesota. In 1954, dairying accounted for $233 million, or almost one- 
fifth of all cash farm income in Minnesota. Manifestly, any serious dislocation 
of that basic industry is a major concern to everyone in Minnesota. 

The position of Minnesota dairying in the Nation’s agriculture makes the prob- 
lems of Minnesota dairying a matter of importance to the national interest. 
The State’s importance in the manufacture of dairy products is indicated by its 
relative positions as the Nation’s largest producer of butter, second in produc- 
tion of nonfat dry milk solids, and third in its production of cheese, Minnesota 
produces nearly one-fifth of the country’s nonfat dry milk solids for human 
consumption, and 6 percent of all the cheese. 

Over a period of many years, certain artificial barriers to the free movement of 
milk and milk products have developed. In 1953, the Minnesota Legislature, by 
House Concurrent Resolution No. 21, created an interim commission to study 
and evaluate Minnesota laws dealing with the production, processing, marketing, 
and sale of agricultural products including dairy products. That commission 
was specifically directed to include in its study “an investigation of the laws of 
other States and of the United States,” and to “submit its report and recommenda- 
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tions to the legislature not later than January 15, 1955.” In its report, that 
interim commission recommended that— 

“The Minnesota Legislature adopt a resolution urging the Congress and the 
United States Public Health Service to further develop requirements for inter- 
state transportation of dairy products and to eliminate artificial trade barriers.” 

On March 7, 1955, the Minnesota Legislature resolved that “the President and 
the Congress of the United States be requested to do all in their power to further 
extend and develop the use of the United States Public Health Service Milk 
Sanitation Code and to insure the unrestricted interstate movement of dairy 
products whose quality conforms to the standard of that code.” And that “we 
request Congress to amend the Agricultural Marketing Agreement Act of 1937 
to provide that prices of all milk sold under provisions of Federal market orders 
must be related to the general level of manufacturing milk prices; and to provide 
that prices of class 1 milk shall be revised downward when production in the 
milkshed embraced within each Federal order shall be in excess of 115 percent 
of class 1 requirements in the low season of production; and to provide further 
for the elimination from such orders of all provisions designed to discourage, 
or which have the effect of burdening and obstructing shipments of milk or 
cream from any production area in the United States to any marketing area 
regulated by a Federal milk order” (Laws 1955, Resolution No. 4, p. 1597). 

Finally, the Minnesota Legislature enacted Laws 1955, chapter 840 (approved, 
April 25, 1955), by which the Minnesota attorney general was authorized to study 
the free movement of milk and dairy products in interstate commerce, and to 
present the results of such studies to the legislative and executive agencies of the 
Federal Government or other States, and to contest statutes, ordinances, regula 
tions, and other barriers which restrict the sale in other States of Minnesota 
milk and dairy products. 

The problems to which I now direct your attention have developed a magnitude 
and urgency which make them a major concern of both the legislative and execu 
tive branches of our State government and of all the people of Minnesota. 


J. Sanitary regulations 

Since 1856, the myriad of State and local jurisdictions in the United States 
have been enacting laws and ordinances to protect the sanitary quality of milk. 
We emphasize that we do not suggest that the Congress do anything which 
would lower the actual safeguards of the public health. The susceptibility of 
milk to contamination, its excellence as a medium for the growth of bacteria. 
and the widespread use of milk as a principal item of diet, all require that the 
sanitary quality of milk be fully protected. 

We do suggest, however, that the multiplicity of local regulations and the ex- 
treme disparity between their different requirements demonstrates that many 
of them cannot be justified on a public health basis. For example, the United 
States Department of Agriculture has referred to “the chaos resulting from this 
uncertainty over the exact public health significance of any given bacteria count.” 
One study of the sanitary milk legislation of 84 large cities disclosed that the 
ordinances of 9 cities did not specify any standard at all, while the other 75 
city ordinances ranged all the way from 25,000 bacteria per cubic centimeter or 
less for milk for pasteurization in 8 of those cities to 6 cities which had standards 
of over 300,000. 

The wide and sometimes weird variations in the requirements for lighting and 
ventilating milking barns, the specifications for materials and construction of 
barns and milkhouses, and the different prescribed locations of barns, milkhouses, 
cowyards, and manure storage render it impossible for many dairy farmers to 
comply with the ordinances of more than a single market. Most sanitary codes 
require farm inspections. The most common requirement is 1 or 2 inspections per 
year, but the range is all the way from 1 to 6 visits anually. Many cities require 
the sampling of milk at periodic intervals, but the number of samples required 
ranges all the way from 4 to 24 each year, and no sampling at all is required in 
other municipalities. 

Obviously, such extreme variations in requirements cannot possibly be justified 
by considerations of public health. It is an open secret that many so-called 
health ordinances which obstruct the free flow of milk are based upon economic 
considerations rather than public health reasons. The interstate problem created 
by such unduly restrictive requirements is not new, but its adverse effect has 
been intensified by the development of techniques and facilities for the long- 
distance movement of fluid milk in bulk. Under stress of wartime stortages, it 
was not at all uncommon for fresh, fluid Minnesota milk to be shipped all the 
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way to Texas, Florida, and the Atlantic coast. We have not been able to dis- 
cover any significant number of instances in which that milk was not safe and 
sanitary ‘at its distant destination. But with an increase in local milk surpluses 
since the war, Minnesota milk handlers have experienced a renewed vigor in the 
enforcement of the local sanitary requirements. The conclusion is inescapable 
that local economic advantages, rather than considerations of public health, 
account for many of the artificial barriers to the interstate movement of milk. 

The movement of milk is obstructed by local sanitary regulations in four prin- 
cipal respects, viz (1) absolute prohibition of milk from outside sources; (2) 
differences between the requirements of different jurisdictions; (3) discrimina- 
tory application of the requirements ; and (4) excessive duplication of inspections. 

Examples of absolute prohibition of outside milk are those ordinances which 
forbid the sale of milk which is produced on a farm more than so many miles from 
the city limits or which is pasteurized at a plant which is located outside of the 
city limits or more than a specified number of miles from the city. That type 
of ordinance has been declared unconstitutional by the United States Supreme 
Court, but it nevertheless is still enforced in several cities. The most common 
prohibition of outside milk is found in those jurisdictions which flatly refuse to 
admit milk which was produced or processed in another jurisdiction having sub- 
stantially the same standards. 

Differences between the requirements of different jurisdictions are important 
in two principal respects. They constitute the basis for one city’s refusal to 
accept inspection by another city ; and the excessive expense or utter imposibility 
of complying with both sets of standards limits to one city or the other the 
market for the milk from a particular farm. 

There is evidence that there is discrimination in applying sanitary standards. 
While confessions are understandably rare and absolute proof is difficult, there 
is evidence that distant farms and plants are inspected more rigidly than those 
nearby or that the inspections of outlying farms become more strict when local 
supplies of milk are more abundant or in surplus. 

Finally, the excessive duplication of inspections is an undue burden in some 
cases. The duplicated inspection expense militates against qualifying milk for all 
possible markets. Some farmers and handlers experience difficulty in determining 
which markets to seek approval in the absence of assurance that they will be 
relatively constant and substantial outlets. 

The consequence of such prohibitions, differences, discriminations, and dupli- 
cations is that qualified milk is not free to flow from one market where it is not 
needed to another market where it could be used. Rather, each market tends to 
create its own high-cost surplus while low-cost milk of equal quality backs up in 
the areas of best production and creates in those areas a surplus of manufactured 
milk. 

Thirty-three years ago, the Federal Government recognized the effect of 
those local health ordinances. In 1923, the United States Public Service created 
an Office of Milk Investigations. A study then disclosed the wide variance 
between the many State and local milk regulations. It showed that the publie 
health basis for certain requirements was questionable, that others were either 
unnecessary or impractical, and that there were extreme differences with re- 
spect to the same sanitation item. In 1924, a recommended milk ordinance 
was published by the Public Health Service; and in 1927, it issued a code which 
listed the public-health reasons for each requirement and described satisfactory 
compliance. That recommended ordinance and code has periodically been re- 
vised to include modern techniques and developments, the latest revision being 
that of 1953. 

The United States Public Health Service has also developed a system for 
rating city milk supplies and a cooperative program for the certification of 
interstate milk shippers. That recommended ordinance and code are now in 
effect in approximately 2,000 municipalities and counties, and the milk-plant 
ratings published quarterly are a ready reference to sources of acceptable milk. 
We know of no responsible authority who questions the reliability of that 
recommended ordinance and code or its adequacy to protect the public health. 
Unfortunately, however, there is no Federal law which requires the application 
of those standards to milk and dairy products in interstate commerce. 

The States’ power to regulate milk is, of course, an exercise of the police 
powers reserved to the States by the Federal Constitution. It is true that .the 
courts, in a number of cases, have declared unconstitutional many State and 
municipal restrictions which are not reasonably related to the protection of 
the public health. However, legal actions to invalidate burdensome sanitary 
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ordinances have not effectively eliminated those artifical barriers to the free 
flow of milk. The cost of carrying to the Supreme Court a legal case to establish 
the unconstitutionality of a single city’s ordinance usually far exceeds the total 
revenue which the successful plaintiff can expect to receive from its additional 
sales in that city for many years. Furthermore, there are just too many such 
ordinances. The extermination of them by individual lawsuits partakes too 
much of attempting to ward off a rainstorm drop by drop. 

On the other hand, the Federal Government has authority under the Consti- 
tution to control milk shipped in interstate commerce. It has at hand both 
an ordinance and a code and also a rating system of demonstrated practical 
value and validity. Its strength has resulted from the need which it fills and 
the consequent voluntary adoption of it in 2,000 jurisdictions which conscien- 
tiously safeguard the health of their inhabitants. In thousands of other juris- 
dictions, however, the sanitary protection of that ordinance and code is not 
available and those walled cities will continue to obstruct the Nation’s com- 
merce in milk until the Congress provides the only effective remedy. 

We, therefore, respectfully urge that the Congress enact legislation that the 
production, transportation, processing, handling, sampling, examination, grad- 
ing, regrading, and sale of all milk and milk products sold for ultimate con- 
sumption in any State of the United States or in the District of Columbia 
during or after the transportation of such milk and milk products in interstate 
or foreign commerce; the inspection of dairy herds, dairies, and milk plants; 
the issuing and revocation of permits to milk producers, haulers, and distributors ; 
and the fixing of penalties, shall be regulated only in accordance with the terms 
of the unabridged form of the ordinance in Milk Ordinance and Code—1953 
Recommendations of the Public Health Service, a certified copy of which shall 
be published in the Federal Register. 

2. Federal Milk Marketing Orders 

The other major category of artificial barriers to the free shipment of milk 
is certain provisions of many milk-marketing orders issued under the Agri- 
cultural Marketing Agreement Act of 1937. We emphasize that we are not 
opposed to Federal milk-marketing orders. On the contrary, we support them. 
We endorse the concept of orderly marketing conditions which is the proper goal 
of those orders. We concur in the purpose to equalize the cost of milk to all 
handlers who sell in the same market. We recognize that proper compensatory 
payments are essential to effective functioning of marketwide pools. One Fed- 
eral order now regulates the Minneapolis-St. Paul market. Another Federal 
order now regulates the Duluth-Superior market. A third order is being pro- 
posed for the Fargo-Moorhead area. Thousands of Minnesota farmers now sell 
their milk in federally regulated markets, Their experience by and large, has 
been good. In short and most emphatically, we are for Federal milk marketing 
orders. 

We do believe, however, that certain cancerous tissues have developed in the 
body of Federal orders; and we think that the life of the Federal order system 
ultimately will depend upon whether those cancerous spots are cut out. Our 
concern for the life of the patient impels us to recommend prompt surgery 
to eliminate those cancerous spots. That interest in the patient should not be 
misconstrued as an intention to kill the patient. 

We identify as the cancerous spots in the body of Federal regulation the fol- 
lowing four specific areas: (@) pricing formulas which create uneconomic sur- 
pluses rather than an adequate supply; (6) performance requirements which 
discriminate against handlers who must sell a substantial portion of their 
milk in other markets; (¢) allocation requirements which arbitrarily discrimi- 
nate against outside milk, and (d@) compensatory payments which penalize 
nonpool milk by establishing its cost higher than the cost of pool milk instead 
of equalizing the costs of both nonpool milk and pool milk. 

(a) Pricing Formulas.—We think that all four of those areas of criticism stem 
from a single source, that is, a disregard or distortion of the fundamental pur- 
poses of the Agricultural Marketing Agreement Act of 1937. Prior to 1937, prices 
of agricuitural commodities were disastrously low. One of the most important 
price depressing factors was the practice of processors playing off individual 
producers or producer groups against each other when negotiating the price to 
be paid for their products. The entire structure of the Marketing Agreement Act 
is based upon the achievement of fair prices to producers by eliminating that 
practice by prescribing uniform prices to be paid for all milk delivered by all 
producers either to the same handler in the case of individual handler pools or 











eh Rew e, 


Geos 


“Oe Sagi es 





a 


lean 2S 


See 








PRICE-SUPPORT PROGRAM 3857 


to all handlers in the case of marketwide pools. In either event, the whole regu- 
latory scheme is bottomed on rendering it impossible for any handler to buy 
milk from one producer or group cheaper than from another producer or group. 
That's fundamental. 

That concept of equal cost to the handler for the protection of producers is 
coupled with a second fundamental concept. For the protection of the handlers 
and consumers, the act required that, “Whenever the Secretary (of Agricul- 
ture) finds * * * that the parity prices * * * are not reasonable in view 
of * * conditions which affect the market supply and demand for milk and its 
products * * *, he shall fix such prices as he finds will * * * insure a sufficient 
quality of pure and wholesome milk, and be in the public interest.” 

Consequently, the twin concepts of uniform prices and adequate supply must 
be related to each other. Disregard of that relationship is the root cause of the 
milk-order gimmicks which may be the seeds of the destruction of the whole 
Federal order system. 

What constitutes an adequate supply of milke admittedly may be different 
for various markets and may be different for the same market at different 
seasons of the year. On the one hand, it must be recognized that a perfect bal- 
ance where the supply exactly equals consumption is not an adequate supply. 
Some margin of supply over demand must be allowed to provide for inventories 
and situations in which one handler has more than enough milk lest another be 
short. Furthermore, it must be recognized that a supply slightly in excess of 
demand during the flush season will not be adequate during the season of low 
production. On the other hand, it must be recognized that a supply which is 
adequate during the period of low production in the autumn almost certainly will 
be more than adequate during the flush season in the spring months. Variations 
also may occur from year to year. However, there does appear to be substantial 
agreement that a supply which ranges between 105 and 120 percent of the de- 
mand for fluid milk in the season of short supply will be fully adequate for the 
entire year. 

Notwithstanding that agreement, there is evidence that the uniform prices in 
some markets have been so high that they have stimulated production of sub- 
stantial surpluses instead of only the adequate supply contemplated by the act. 
A recent study by the United States Department of Agriculture disclosed that, 
in a significant number of markets, the volume of milk received from producers 
in months of low production substantially exceeded the quantity of milk used 
in fluid form. Furthermore, the trend appears to be in the direction of surplus 
rather than adequate supply in an increasing proportion of the federally regu- 
lated markets. 

Table 1: Utilization percentages: Milk received from producers as percentage 
of milk used in fluid form or forms requiring equal health approval, in the 
months of October and November in 1954, 1953, and 1952 in 48 Federal order 
markets. 








| October November 

Over-under |——-- —- Patties ae 
| 1954 | 1953 | 1952 | 1054 | 1953 1952 

| | | | oe 

| | | 
RCN ee aaa) 23 16 7 | 19 | 25 | 11 
115 to 120 percent ____- gle 1 | 5 | 4 6 | g | 5 
Subtotal (over 115 percent)_.......- 24 | 21 | il 25 33 | 14 
110 to 115 percent.....-. # | 6 5 | 6 4 2 7 
Subtotal (over 110 percent)... _.-- 30 | 26 17 29 35 | 21 
105 20 B10 DOTOORNS... 62ccs daideitene di dec dme< 4} d | 7 3 2 | 6 
Subtotal (over 105 percent) __ _- 34 | 35 24 | 32 37 27 
100 to 105 pereent....-- ie MODs ae | 3 2 3 : 4 
Subtotal (over 100 percent). ____- 37 | 37 27 36 42 31 
oT ee eee | ll ll 18 11 6 12 
DEEL TERING <0 ctieninnc<seppyews 18 48 | 45 | 47 18 45 


Source: U. 8. Department of Agriculture, ‘‘Regulations Affecting the Movement and Merchandising of 
Milk,” Agricultural Marketing Service, Marketing Research Report No. 98, table 18, p. 47 (Jame 1955). 
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The pricing formulae of too many Federal orders are creating surpluses rather 
than “adequate” supplies of milk when nearly one-half of all Federal markets 
(47.92 percent in October 1954) receive in the season of low production more 
than 120 percent of their fluid-milk requirements. Significantly, too, the trend 
(except for the one month of November 1953) has been both uniformly and sub- 
stantially in the direction of larger surpluses. The percentage of Federal mar- 
kets receiving more than 120 percent of their fluid-milk requirements in the short 
supply month of October was 15.55 percent in 1952, 33.35 percent in 1953, and 
47.92 percent in 1954. 

Section 8c(18) of the Agricultural Marketing Agreement Act of 1937 now 
directs that the Secretary of Agriculture “shall fix such prices as he finds 
will * * * insure a sufficient quantity of pure and wholesome milk.” Manifestly, 
we think, the Secretary has not done so. We respectfully urge, therefore, that 
that section of the act be amended so as to provide for immediate, automatic, and 
substantial reductions of uniform prices for fluid milk for the following year 
whenever any market’s receipts in October or November of any year exceed 115 
percent of the milk used in fluid form in that market during such month. 

Parenthetically, we point out that while our advocacy of lower fluid-milk prices 
in surplus markets may reduce the retail price of fluid milk to consumers, it 
certainly does not follow that a reduction in fluid-milk prices will result in lower 
prices being paid to farmers. It must be remembered that farmers do not receive 
the fluid-milk price. Rather, they receive a “blend” price which is a composite 
of the fluid-milk price and the manufactured milk price. The excessively high 
fluid-milk prices have brought forth large surpluses which can be sold only for 
manufacturing. Consequently, as fluid price has gone up, the manufacturing 
price has gone down. If the rise of the dollar amount of fluid purchases equaled 
the decline of the dollar amount of manufactured milk purchases, the farmers’ 
blend price would remain the same. They would neither gain nor lose; but the 
consumers would pay more and the milk manufacturers pay less. What actually 
happens, however, is that as fluid prices increase, they temporarily pull up the 
farmers’ blend price but ultimately bring forth additional surpluses which go 
into manufacturing, depress the manufactured milk price, and pull down the 
farmers’ blend price. When that happens, the consumer pays more, the farmer 
receives less, and the local milk manufacturers gain the advantage of reduced 
manufactured milk costs. 

That situation points up a price relationship which some Federal orders have 
ignored to the serious detriment of producers of manufacturing milk. That is 
the spread between fluid-milk prices and manufactured-milk prices. Prior to 
1953, the “parity equivalent” of manufactured milk was §8.5 percent of all milk 
sold wholesale by farmers. Since 1953, that has been dropped to 83.7 percent, 
While we strongly favor returning that ratio to 88.5 percent, either of those 
ratios represents a more fair and realistic relationship between manufactured- 
milk prices and fluid-milk prices. In the Minneapolis-St. Paul market area, the 
Federal order has maintained a reasonable and realistic spread between the 
fluid price and the manufactured price. The relationship between a reasonable 
class I price and a fair manufactured-milk price in the Twin Cities has resulted 
in a comparatively satisfactory blend price for fluid producers. With a reason- 
able class I price in the Twin Cities, one of the richest dairy areas of the United 
States, we bave not suffered under excessive surpluses of class I milk, and the 
percentave of fluid utilization of producers’ milk is increasing. Last month, the 
class I price was $3.957, and the class II price was $3.010—a spread of only 
$0.947. Percentagewise, the manufacturing price was 76 percent of the fluid 
price. 

By contrast, for example, the class I-A price in New York last month was 
$5.52, and the manufactured price was $2.898—a spread of $2.722. Percentage- 
wise, the manufactured price in New York was only 52% percent of the class I-A 
price. Sicnificantly, New York has a burdensome surplus of fluid milk, and it 
is steadily getting worse (fluid utilization of producers’ milk is decreasing each 
year). 

We think that it is plain that the New York consumers’ payments of high class 
I prices constitute, in effect, a subsidy of the New York milk manufacturers in 
the form of unduly low manufacturing milk costs, and with no advantages to 
New York dairy farmers whose blend price is being pulled down by the low 
manufactured price. 

We question whether it is justifiable Federal policy to subsidize by force of 
lederal law the manufacture of dairy products from high-cost but low-priced 
New York milk to the competitive disadvantage of dairy products manufactured 
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from low-cost but higher priced Minnesota manufacturing milk. We, therefore, 
urge that the Marketing Agreements Act be amended to require that the uniform 
price for manufacturing milk must not be less than a specified percentage of the 
uniform price of milk for fluid use. f 

(b) Performance requirements.—Federal orders commonly include two kinds 
of performance requirements for handlers’ participation in a Federal market 
pool. They require that all of a handler’s milk (whether sold in the order mar- 
ket or elsewhere) must be pooled and paid for at the market’s uniform prices 
either (1) if the plant sells any milk for bottling or distributes any milk in the 
market, or (2) if the plant sells a specified minimum proportion of its milk or a 
specified minimum quantity of milk in the market. As a consequence of such 
performance requirements, each handler who sells part of his milk for fluid use 
in an order market and part in unregulated markets must decide whether he 
can get high enough prices in the unregulated markets to enable him to pay all 
producers for all of their milk the uniform prices prescribed by the order market. 
If he cannot get such prices in the unregulated markets, then he must either 
abandon his unregulated outlets and try to sell all of his milk in the order market 
or else abandon his business in the order market and confine his sales to the 
unregulated markets. 

Instead of insuring a sufficient quantity of milk for the order market, the 
plain effect of those requirements is to drive out of the order market the volume 
of milk previously supplied by a plant which cannot afford to pay its producers 
that market’s uniform prices for other milk which must be sold elsewhere in 
competition with unregulated plants’ unpriced milk. The unfairness of requiring 
a plant to pay one Federal market’s prices for milk which it sells in other mar- 
kets is most acute in the case of plants which regularly have supplied several 
markets. With the rapid increase in Federal orders in recent years, such per- 
formance requirements can successively squeeze such a plant out of several 
markets. If the plant happens to be a farmers’ cooperative, it is particularly 
ironie that a law which was intended to bolster the producer’s prices for his 
milk should be abused to drive his milk out of his best markets. It is no secret 
that the larger handlers in Federal markets value those requirements for their 
effectiveness in squeezing out their smaller competitors rather than either for 
insuring a sufficient supply of milk or for protecting the producers’ prices. 

The decision of the Secretary of Agriculture with regard to the St. Louis, 
Mo., Marketing Agreement (18 F. R. 4123, July 10, 1953) attempted to justify 
such exclusion on the grounds (1) that “plants selling primarily to other mar- 
kets or * * * shipping milk on an opportunity basis to any market which hap- 
pens to be short, do not represent reliable sources of milk” and (2) that if such 
in-and-out plants can sell a “token quantity of milk” in the order market when 
their class I sales are low and withdraw when their class I are high, they would 
gain an advantage by paying blend prices while selling at class I and by drawing 
equalization payments while selling more at class II. It is false to assume that 
a plant is not a “reliable source of supply” or that it is an in-and-out plant 
simply because the volume of its sales in an order market are not large enough 
to enable it to pay that market’s uniform prices for milk which is not sold in 
that market. A plant may supply 10 percent of its milk to a particular market 
just as regularly and reliably as another plant delivers 90 percent of its milk 
to the same market. We are not aware of any legitimate justification for one 
market pricing milk which never goes to that market. Yet that is a common 
practice which clearly obstructs the free movement of milk. 

(c) Allocation requirements.—Every Federal order in the country provides 
that a pool handler’s receipts of nonpool milk from an unregulated handler 
must arbitrarily be assigned to the lowest available use classification regardless 
of the actual use which is made of that milk. Conversely, all pool milk must 
arbitrarily be classified in the higher use classification before any outside source 
milk can be so classified. The result of such arbitrary use classification is to 
require the handler to pay into the pool, in addition to the actual price of the 
outside milk, a compensatory payment equal to the difference between the class 
II price and the class I price. Because that difference and, hence, the amount 
of the compensatory payment is usually more than the difference between the 
actual price of the outside milk and the class I price, the sum of the actual price 
plus the compensatory payment makes the total cost of outside milk more than 
the class I price. Consequently, the effect of such arbitrary classification is to 
bar outside milk from the market except when the market is so short of pool 
milk that a handler must incur the excessive cost of outside milk (actual price 
te compensatory payment) in order to get enough outside milk to supply his 
needs. 
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The outrageous result of such arbitrary classification has been to provide, 
in some orders, for the suspension of those allocation requirements during periods 
of short supply. We submit that the act must plainly prohibit arbitrary alloca- 
tion of other source milk to the lowest use classification. Otherwise, the market 
orders will be the foundation for an economic Chinese Wall around each market 
area. 

(ad) Compensatory payments.—Perhaps no aspect of the Federal market orders 
has provoked more controversy than the subject of compensatory payments 
They are not specifically authorized by the act. The Department of Agricultur: 
has attempted to justify them under the provision of section 8c (7) (D), which 
provides that milk orders may include provisions which are “Incidental to, * * 
and necessary to effectuate the other provisions of such order.” It appears t 
be the Department’s position that the compensatory payment provisions are 
incidental or necessary to render effective the classification and pooling provi- 
sions of the orders. We confess some difficulty in justifying compensatory pay 
ments as necessary When there are no compensatory payments in four Federal 
order markets with marketwide pools. 

Handler pools have no provisions for compensatory payments, because they 
have no equalization payments to attract unneeded plants. In marketwide pools, 
however, each handler whose payments to producers are less than the classified 
use value of his milk must pay the difference into an equalization fund. Each 
handler whose payments to producers are more than the classified use value of 
his milk receives a payment from the equalization fund equal to such difference. 

When a pool-plant handler buys milk from an unregulated plant, it pays the 
nonpool plant a negotiated price. There must be some method of integrating 
that outside milk into the use classification and equalization payment opera- 
tions of the pool. The purpose of the compensatory payment provisions is to 
provide that method. 

The objective in determining the rate of the compensatory payments is said 
to be, “to prevent the undermining of the classification and pooling plan in the 
market without unnecessarily discriminating against unregulated milk.’ Actu- 
ally, however, the rate of the compensatory payment is usually the difference 
between the class I price and the class IT price. 

If the handler actually bought the outside milk at the class II price, the 
addition of the amount of the compensatory payment would make his total cost 
of the outside milk equal to the class I price. In such a situation, that cost 
could not undermine the uniform price structure of the market. Nor could that 
cost operate either in favor of or against either pool milk or nonpool milk. 

In practice, however, the negotiated price of the outside milk tends to be 
higher than the class II price of the pool. In addition, freight charges fre- 
quently must be added to the negotiated price. Under those circumstances, the 
further addition of a compensatory payment equal to the difference between the 
class II price and the class I price results in the handler’s total cost of nonpool 
milk (negotiated price, plus freight, plus compensatory payment) being in excess 
of the class I price of pool milk. Consequently, the effect of such a compen- 
satory payment is the same as a protective tariff at a prohibitive rate. It effec- 
tively bars outside milk from the order market. Since 38 of the 42 orders which 
provide for marketwide pools also provide for compensatory payments, and since 
Federal orders are rapidly expanding into additional markets, the result is a 
paralyzing Balkanization of the United States. 

We have the impression that most people in the dairy industry are either for 
or against compensatory payments, usually, with more than a little feeling, too. 
It seems to us that there is evidence of a need for compensatory payments which 
are actually compensatory. On the other hand, to the extent that compensatory 
payments increase a pool handler’s total cost of outside milk above the class I 
price for pool milk, the payment is a penalty rather than compensation. To 
that extent, the compensatory payment is a protective tariff which enables the 
pool producers to monopolize the order market to the exclusion of all other pro- 
ducers in the United States. 

We respectfully urge, therefore, that section 8e (7) of the act be amended both 
(1) so as to authorize compensatory payments to the extent necessary to equal- 
ize a handler’s total costs of nonpool milk and pool milk, and (2) so as to 
Plainly prohibit so-called compensatory payments in an amount greater than 
the amount necessary to equalize the cost of-pool milk and other source milk. 


The Cuamman. Thank you, Governor. 
Governor Freeman. I appreciate your time and courtesy. 
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The Cuarmman. The next witness is Mr. Myron Westrich. 

Will you step forward. 

Mr. Westrich, will you kindly give your name in full and your 
occupation, please. 


STATEMENT OF MYRON H. WESTRICH, ILLINOIS STATE CHAMBER 
OF COMMERCE, CHICAGO, ILL. 


Mr. WestricH. My name is Myron H. Westrich. I am supervisor 
of the farm equipment department of Sears, Roebuck & Co., Chicago, 
Lll., and chairman of the farm policy subcommittee of the agriculture- 
business relations committee of the Illinois State Chamber of Com- 
merce, 

This statement is presented on behalf of the Illinois State Chamber 
of Commerce and the views expressed herein represent the farm policy 
of that organization. 

The Ilhnois State Chamber of Commerce is a statewide business 
organization. It has a membership of over 14,000 businessmen from 
all sections of Illinois representing every size and type of business. 

The agriculture-business relations committee is a 95-man group of 
leading Illinois businessmen and farmers who concern themselves with 
many problems of mutual interest to farmers and their urban neigh- 
DOrs 

The committee has worked for 13 years in Illinois to assist in the 
formation of local agriculture-business cammittees in every county 
of the State. By means of this and other programs we have helped 
to establish a better understanding between the rural and urban busi- 
nessmen in our State. 

We have also, through the years, maintained a close relationship 
between our State and local agriculture leaders and ourselves. By 
frequent counseling with them we have come to know and understand 
their views and problems on important agricultural matters. 

Because of the economy of Illinois and the well-being of her citizens 
depend to such a great extent on the strength of agriculture i in that 
State as well as throughout the United States, it 1s understandable 
that the Illinois State Chamber of Commerce should be interested in 
the development of a sound Federal farm program. 

The recommendations I am about to outline are the results of many 
hours of study and deliberation by members of its agriculture-busi- 
ness relations committee, board of directors, and staff. 

Briefly, the recommendations which I shall discuss more fully in 
my tes timony are: 

‘1. Reduce the inflow, and eventually eliminate, Government-held 
ae ae! by lowering support prices so that the Government ceases 
to be a market for farm commodities. 

Apply the modernized parity formula to all price-suppported 
commodities as soon as practicable. 

. Enact legislation for a soil-bank plan which will take suffi- 
cle nt land out of production to reduce surpluses and store fertility in 
the soil. The plan should be voluntary, required partic ipation in it 
as a requirement for eligibility for price supports, and do not result 
in transferring difficulties of one farm product to another. 


64440—5 











3862 PRICE-SUPPORT PROGRAM 


1. Increase public and private efforts to expand marketing of farm 
products at hame and abroad. This should include liberalizing re 
strictions on sales of farm commodities to Lron Curtain countries. 

5. Repeal the agricultural products provisions of the Cargo Prefe: 
ence Act and ease any other restrictions which may retard the mov 
ment of surplus farm commodities into foreign trade channels. 

6. Adopt a policy to coordinate the interrelated functions of Fed 
eral agencies responsible for management of Government-owned lan 
price-support activities, soil-conservation work, and land reclamatior 
and development projects. Development of future irrigation portions 
of Federal multipurpose power projects should be discouraged until 
such additional acreage is needed. 

7. Expand and encourage public and private agricultural research 
programs to reduce production and marketing costs, on new uses and 
new markets, and in other fields which will assist in the long-range im 
provement of agriculture. 

8. Encourage farmers with limited opportunities to move into mor 
rewarding pursuits so as to better their standard of living. 


WHAT IS THE FARM PROBLEM? 


Following is an analysis of the current problems of agriculture as 
viewed by the Illinois State Chamber of Commerce. <A constructiv 
farm program should recognize these problems and their causes and 
offer some short and long range possibilities for their solution. 


PRODUCTION GREATER THAN CONSUMPTION 


With the advent of mechanized farming, improved technology, and 
the vastly increased knowledge of better farming practices availab| 
to farmers, production per farmworker has increased tremendously. 

This increase in productivity has enabled fewer farmers to increase 
overall production at a faster rate than the population has grown. 
The vast increases in production during the past 25 years have been 
accomplished on a relatively stable acreage of farmland. 

At the same time that this increase in production was taking place, 
the continued decline in draft horses aa on farms has released larg: 
quantities of feed crops for other purposes. 

While the effects of this overproduction in relation to consumption 
caused some difficulties prior to World War II, it became an asset 
during the war. High price supports encouraged greater and greater 
production on existing cropland and some additional marginal land 
was brought into production. 

The overproduction was not a problem immediately following the 
war because hungry nations throughout the world provided a ready 
market for our excess production. As the farm production of for 
eign countries was restored, however, our shipments to foreign mar- 
kets declined. 


During the year 1946-51 our exports averaged 13 percent of our 


total crop average; in 1953 they amounted to only 914 percent. Part 


of this drop was due to the fact that higher price supports on some 


of our farm commodities priced them out of the reach of foreign 
consumers, 
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Competition with synthetic products caused considerable losses 
of markets for such farm p aaa ts as cotton. As a result of the inter- 
action of these factors. American farms are presently producing about 
5 percent more than we are consuming and selling. The amount of 
imbalance has been greater in some recent years. 


SURPLUS ACCUMULATION 


This overproduction in relation to consumption has resulted in 
vast stocks of farm commodities being accumulated by the Federal 
Government. 

On November 30, 1955, the Commodity Credit Corporation had an 
investment of $8,206,826,000 tied up in farm surplus commodities. 
This represented an increase of more than $1 billion over the same 
period in 1954. It is expected that the total investment may rise to 
$10 billion by April 1956. 

The bulk of this investment is in corn, cotton, and wheat. The in- 
ventory of these three commodities amounted to over $6 billion on 
November 30, 1955. 

The various price-support activities have resulted in tremendous 
losses. During the fiscal year ended June 30, 1955, the realized losses 
in handling these surpluses were $799 million. Realized losses for 
the 5 months ending November 30, 1955, were almost $470 million. 
Storage expenses alone on these huge stocks of Government-held com- 
modities amount to over $1 million per day. 

The existence of these surpluses has a depressing effect on the prices 
of farm commodities. 

FARM INCOME 


Another problem currently faced by farmers is falling income. The 
total net income from farm operations fell 38 percent from its all- 
time high of $17.2 billion in 1947 to an estimated $10.6 billion in 1955. 
Some observers e xpect it to fall another 5 percent in 1956. 

This situation is not so serious as it might appear on the surface, 
however, because of a reduction in the number engaged in farming 
and increased nonfarm income earned by farmers. The number of 
farmers declined 10 percent betwen 1951 and 1954. In 1954 farm per- 
sons received about $1 in nonfarm income (mostly wages) for every 
$2 of net farm a 

During the war years, incomes of farmers rose more rapidly than 
did the meomes of ‘oathienn people. In recent years, however, per- 

capita income for persons on farms has declined slightly while in- 
come of nonfarm people has generally increased. 

Other factors besides prices should be considered in an appraisal of 
farm income. Costs of production and the total quantity produced 
are also important in the determination of net profit. Many farmers 
on efficient, well-run farms of reasonable size are showing a good proiit 
even at the lower prices in today’s markets. Other farmers are farm- 
ing on submarginal land or on tracts too small to have any hope for 
success. 

With the price of farmland remaining high and the relatively high 
ratio of net worth to net liabilities of agric ulture, it is clear that there 
is definite strength in the farm economy as a whole and disaster 
measures by the Federal Government are not called for at this time. 
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UNDEREMPLOY MENT IN AGRICULTURE 





A great number of the farmers in the United States, particular! 
in the South. are working on small, inefficient farms or on land wn 



























ited for farming. According to the 1954 Census of Agriculture. i 
1 million farms—44 percent of the total—are producing about 85 ; 
percent of our marketable farm products. z 

The other 2.7 million farms produced only 15 percent. Disregard- i 


ing the noncommercial or residential farms and those of retired or 
semiretired persons in this latter figure, there are still more than 
million farmers eking out a bare existence. 

Their relatively lower income reduces the average income figures for i 
all farmers and distorts the overall-farm income picture. Govern- 
ment price-support programs have not, and will not, be of any mate- 
rial assistance in solving the problems of these people. This group 
of low-production farms is often used to justify the need for high sup- 
port to: all farmers, however. 

The so-called cost-price squeeze is cutting the income of all farmers 
but is squeezing most those less efficient producers who have the least 5 
opportunity for success in farming. 


[INABILITY TO CONTROL TOTAL PRODUCTION ; 

Difficulties faced by the farmer are magnified by the fact that 

he is unable to exert any significant control over total farm produc 
tion. Even though he may stop all production on his farm, he will % 
have little effect on the total supply. : 
Thus, individual farmers tend to operate close to capacity all the a 
time. But they intensify their operations when prices are high rela ; 
tive to their costs. This is one of the weaknesses of high price supports ; 
in dealing with this problem and explaining why acreage controls have ; 
not been highly successful in controlling output. q 
. 


TITESE PROBLEMS MERIT SERIOUS CONSIDERATION 


These problems are serious ones for the farmer and merit the careful 
attention and interest of the Congress, the executive branch of our 
Federal Government and all of our citizens. 

American agriculture is by no means in a state of depression, how- 
ever, and these problems are not without solution. They will be more 
easily solved if emotional issues are not allowed to cloud the basic 
problems. 

A businesslike approach to solving the difficulties of agriculture is 
badly needed; it will result in solutions desirable from the standpoint 
of the taxpayer, the consumer, and the farmer himself. 












OBJECTIVES 










The Lllinois State Chamber of Commerce believes that legislation 
considered this year should be carefully reviewed against the back- 
ground - the actual, and not imagined, problems of agriculture and 
judged by a series of objectives which take into consideration the 
interest and well-being of all citizens of the United States. 

The Illinois State chamber will favor and support adoption of legis- 
lative program for agriculture which will: 
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SUPPORT PROGRAM 
. Be consistent with general economic development. 
Permit a more e {fective use of Federal funds. 
3. Encourage the American ideal of free ente rpr ise. 
4. Assure adequate supplies for consumers now and in the fore 
seeable figure. 
Work toward eiimination of Government-held surpluses. 


e. 

6. Strengthen farmer purchasing power. 

7. Reward efficiency in produci ing and marketing of farm products. 
8. Preserve the inde spende nee of farmers. 


9, Protect our Nation’s soil and water resources. 


AS TO RECOMMENDATIONS AND EXPLANATIONS 


As a sound course of action to solve the prob lems of agriculture 
today, the Illinois State chamber recommends the following 8-point 
program : 

Point I: Reduce the inflow, and eventually eliminate, Government- 
held surpluses by neeine support prices so that the Government 
ceases to be a market for farm commodities. 

High, rigid price supports have encouraged overproduction and 
priced some commodities so high that markets at home ane nee 
have been lost. As a result of its price-support activity, at such 
high level, the Commodity Credit Corporation has accumul: ‘ted more 
than $8 billion of deteriorating farm commodities. 

Supports at the 90-percent level were only meant to be a wartime 
expedient. ‘The Agricultural Acts of 1948 and 1949 provided for 
flexible supports but these provisions were not allowed to go into effect. 

The Agricultural Act of 1954 was a step in the right direction. 
Provision was made for some flexibility to be introduced into support 
prices. The degree of flexibility introduced was negligible, however, 
and considerable rigidity still exists in current price support 
operations. 

The rigidity is evidenced by the fact that (a) the range of support 
prices is high and narrow; and (4), the minimum support schedules 
are too high. 

Senator Youne. How low do you think the minimum support level 
should be reduced ; to what level ? 

Mr. Wesrricu. We will come to that later. 

We feel, again, we will come into this as you tie into the soil-bank 
program. We have not tried to define a lower level but we feel that 
the lower level should be flexible, you would say in the eyes of the 
committee, and should be set at a lower level to prevent disaster to the 
farmer, but not to encourage production. 

Senator Youne. You say a lower level. The minimum on the basic 
now is 75 percent. Do you think it should go to 50? 

Mr. Wesrricn. Not necessarily. 

Senator Youna. 60? 

Mr. Westricu. It might be. 

Senator Young. It might be—Why do you make a proposal like that 
when you do not have any better idea what you want 

Mr. Werstricu. From the State chamber standpoint, we have dis- 
cussed this matter, and there have been opinions rendered within the 
limits that you have stated. The recommendations of the subcom- 
mittee and of the State chamber was frankly of the feeling of estab- 
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lishing a policy and having the limits set by people such as yourselves, 
that were thoroughly aware and cognizant of the given problems. 

But we feel, we definitely feel, that the narrow range of supports 
that exist currently is not sufficiently broad to be effective. 

The Cuarrman. Has your chamber studied any methods by which 
the consumer could get the benefit of these lower prices paid to the 
farmer ¢ 

As you know, no matter how low commodities go, pork and other 
things, the consumer is paying the same amount for the food he buys 

Have you made any study of that ? 

Mr. Wesrricu. Well, what you are saying is the marketing costs 
have not followed the trend of farm prices. 

The Cuarman. I am not saying anything except that I do know, 
and I am speaking from personal experience, that irrespective of how 
low the commodity sells, the consumer pays about the same thing. 
That is the thing that I believe that the chamber of commerce could 
give a lot of its attention to. 

Mr. Wersrricu. The chamber, as we will come into it here, certainly 
urges- 

The Cuatrman. How is that? 

Mr. Wesrricu. I say, we will come onto it in our recommendations 
here. 

The Crarrman. Proceed. 

Mr. Wesrricu. We certainly urge that the marketing angle be 
covered and studied. 

Senator Tuyr. Might I ask Mr. Westrich this one question, Mr. 
Chairman ? 

The Cuarrman. Yes; proceed. 

Senator Ture. In your State, have you made any specific study 
to determine what the producer now gets of the consumer’s dollar 
spent for what is normally termed the “food basket” ? 

Have you made a study of that? 

Mr. Wesrricn. Those figures were brought out. Mr. Ronchetto 
is the secretary of our committee. Have you those figures with you 
today ! 

J. G. Roncuerro (secretary, agriculture-business relations com- 
mittee, Illinois State Chamber of Commerce). Not with me. 

The Cramrman. It is 39 cents. 

Senator Tryr. I wondered whether it was different in Illinois 
than it was in other parts of the Nation. That is a question I think 
the chamber of commerce might well concern itself with. 

About the year 1947, the producer received around 54 cents out 
of the consumer’s dollar spent. And the last figure, as Senator EI- 
lender said, is about 39 cents. That is a terrific drop. 

The consumer has not derived any particular benefit from the 
depressed farm economy. 

Mr. Westricn. Of course, there are certain factors that have gone 
into the distribution system in the way of packaging and the han- 
dling of materials to the consumer which are a little different than the V 
were 10 years ago, too. 

Senator Tre. You mean that is involved in the cost ? 

Mr. Wesrricu. That has involved a cost that apparently the 
American public wants. 
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Senator Ture. I had a little experience going to the market with 
my wife one Saturday afternoon. I complained about the price of 
xotatoes in the bin—nothing had gone into preparing the package 
of potatoes, because they were loose in a little bin, and you picked 
them out yourself and put them in a bag. 

We had just come out of a hearing where potatoes were reported 
to be less than $1 a hundred in the State of Maine and here they were 
asking 5 cents a pound for these potatoes. That would be $5 a hun- 
dred, right there in the bin, you see. 

When I complained, I said, “Those potato prices are unreason- 
able”’—the young fellow said, “It is the farm support program.” 

I said, “What?” 

“The farm support program makes this high cost.” 

I said, “Are you sure you know what you are talking about?’ 

He became quite indignant. He said, “Yes. Haven’t you heard 
Secretary Benson talk?” 

You are talking somewhat like that right now. That is why I am 
asking you these questions right now. 

Senator Anperson. To put it another way, the price of milk has 
gone down to the producers in the New England States and the price 
has gone up to the consumers, all represented by wage earnings of 
the people who handle the distribution system. 

Mr. Westricu. I can’t disagree with you on the disparity of pricing 
between the consumer level and the farm level. However, you have 
one vet of factors working on the distribution level which is a study 
of itself, in my own opinion. 

Senator Anperson. Yes; but put it 

Mr. Wesrricn. If you are going to have those factors exist they are 
going to be passed on to the customer—whether right or not is some- 
thing else. 

Senator Anderson. But at the time, as Senator Thye has indicated, 
the top figure we had was 54 cents of the consumer’s dollar going to the 
farmer. ‘That is when we had price controls, when these other things 
were pretty well held in line. 

Of course we want to get to a free income, but it is quite a lot of 
freedom when you go from 54 down to 39 cents. 

Mr. Wesrricn. There is no challenge there. 

Senator Ture. The only reason I took the time of the committee 
to ask the witness this question was that I realize Mr. Westrich is 
here speaking for the State chamber of commerce. 

Mr. Wesrricn. That is correct. 

Senator Taye. You have made a charge that the supports have been 
the cause of some of the problems facing agriculture today. So I 
brought up this little experience I had with potatoe prices because 

| believe you, as a chamber of commerce representative, could have 
made a rather thorough study of the problem of the consumer from 
the standpoint of what he is paying for a product on which the 
farmer has suffered a terrific drop in price. The consumer is not 
getting any particular benefit. 

That is true on pork prices; it is true on beef prices; it was true on 
egg prices. When eggs were down to 9, 10, 11 cents a dozen—why the 
consumer was not getting the benefit. 

I think you, speaking for the chamber of commerce and representing 
the agricultural division of a catalog house, might go into that phase 
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of the problem rather than to come out here and put yourself up as 
critic of the farm-support program. 

The CrarrMan. On the other hand, we had a lot of evidence pro 
duced to this committee to show that although when the price of wheat 
went down because of lower support prices, the consumer paid more 
for the bread. How do you account for that ? 

Mr. Westricu. How would I account for it? 

The CrarrMan. Yes. 

Mr. Wesrricu. I would account for it from the processing and thi 
manufacturing costs that went into it. 

The CuatrMan. It is not the support price that did it, as you are 
now alleging. 

Mr. Westricu. I have stated here that high rigid support prices 
have encouraged overproduction. 

Senator Youne. May I ask this question then: Since February 1951, 
the prices of farm commodities have dropped about 30 percent. 

Mr. Wesrricn. Correct. 

Senator Youne. And this year we have an alltime high in produc- 
tion. How do you account for the fact that we have an alltime high 
in production after a 30 percent drop in pric a8 if prices have as much 
effect on production as you claim they have? 

Mr. Wesrricu. It is the consensus of the committee that studied 
this, and in turn was approved by the full committee of the State 
chamber’s agricultural and business committee, and in turn passed 
by the board of directors, that the support prices that were put on here 
in Many cases, were unrealistic, and definitely encouraged production, 
far beyond the lines of realistic figures. 

The Cuarrman. You have no support price at all on hogs. What 
caused that to go down, and be in surplus? You have no support 
price on cattle. We are oversupplied in that. 

Mr. Wesrricu. I think your history on livestock, just as you will 
find in poultry, you will find whenever you have got a good price, 
it will stimulate production which in turn will be followed. Let the 
law of supply and demand take over. 

Hogs as of a year or 2 years ago were selling at a very realistic 
and very satisfactory price. It encouraged the “production of hogs. 
The same way as on poultry. Our poultry generally runs in 2 to 3 

ear cycles. Your poultry prices were depressed a year ago. Your 
poultry prices in turn are coming back this year. 

Senator Turn. But, Mr. Westrich, did you mean to say that poultry 
runs in a 3-year cycle? 

Mr.Westricu. Well, previous to the war they ran in about a 3-year 
cycle. Recently they have been running in about a 2-year cycle. 

Senator Ture. Because the extreme low was in 1954, on eggs, and 
poultry, and your more favorable price relations were in 1955. 

You know that it only takes 3 weeks to hatch an egg. It only 
takes 6 months from the time that you set that egg until you have a 
laying pullet. You can change the cycle pretty quickly in chickens. 

Mr. Wesrricu. I am speaking from our own experience. 

Senator Ture. If you had said cattle 3 to 5, and pork from 2 to 3 
you might have hit it closer, but do not get poultry mixed up w ith 
that 3-year cycle. 

Mr. Wesrricu. The only thing I can say, I believe if you will check 
the records of the poultry industry and the record of poultry—and 
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with your egg production, there has been a normal cycle of trend there, 
in the year of 1955; whereas in 1954 it was a very poor year, I agree 
with you, was still a very poor poultry year. 

Senator Ture. Which? 

Mr. Wesrricu. The year of 1955 just closed up until—I am talking 
about the fall of 1954 to the fall of 1955—to the fall of 1955. 

Senator Ture. Yes, sir. 

Mr. Wesrricu. I believe you will find that your industry was off 
about 40 percent—35 to 40 percent. Now that is coming back again. 
Your egg feed ratio is very favorable currently, whereas 2 years ago 
it was not. 

And when that thing happens people go out of production. When it 
gets favorable again they begin to go in. This will hit another cycle 
in my opinion. 

Senator Youne. What happened to the cycle back in 1932—all 
through that period ¢ 

Mr. Wesrricu. You are going back too far for me. However, to 
answer you specifically, I cannot answer that question, but to the 
best of my knowledge, again whenever your egg feed ratio on poultry 
is advantageous you will find poultry advancing. And wherever it 
is adverse you will find poultry curtailing. 

Senator Youne. You know that in 1929, and for practically 10 
years afterward, farm prices were depressed, barley was as low as 
1 cent a bushel in my State; cattle were 2 or 3 cents a pound. The 
same thing for hogs. Yet people could not buy meat. 

I recall that back in 19: 32, the United States Chamber of Commerce, 
as bad as the situation was, recommended in their annual convention, 
I think held in June that year, a liquidation of all of farm programs 
designed to support prices. 

Do you see anything in the future now, particularly your sug- 
gestions for agriculture, that would solve our farm price problem? 

Mr. Wesrricn. Cut out all of the price support 

Senator Youne. Let me put it another way: Do you think that sup- 
ply and demand will take care of the farm situation that we would 
not be again faced with the bankrupt prices we had back there? 

Mr. Westricu. Not 100 percent, no, and we are not advocating that. 

Senator Youna. You are advocating a lower price support. 

Mr. Wesrricn. We are advocating—I would like to qualify that. 
We are advocating use, if necessary, of a lower limit in the flexible 
price supports as against the narrow limits that currently exist. 

Senator Youne. You would not say how much below 75, but you 
say lower? 

Mr. Wesrricn. I am not in a position, speaking for the Illinois State 
Chamber of Commerce, to do so. As an individual, I would say cer- 
tainly a step in the right direction would be to go down to a minimum 
of 60. 

Senator Youne. If you get down to 60 or 50, you might as well 
not have any at all. 

Mr. Wesrricu. I don’t agree with you at all. For example, with 
the wheat situation as it exists today, and under your present methods 
of the use of the parity structure, and the cost of production of produc- 
ing wheat today, on many farms you would produce a terrific quan- 
tity of wheat at the 60 percent level. 
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Senator Youne. At the 60 percent parity the farmers would go 
broke, at that price 

Mr. Wesrricu. Some of them would. 

Senator Youne. Most of them, would they not? 

Mr. Wesrricu. In my opinion, no. 

Senator Youne. What would you think, how much credence would 
you lend to recommendations of a group of farmers, for example, 
if they got together and recommended how you at Sears, Roebuck 
should handle your business¢ How much credence would you give toa 
proposal like that ? 

Mr. Westricu. Ifthe farmers were typical 

Senator Youne. Supposing a group of farmers got together, and 
they made certain recommendations as to how business and industry 
should run itself—how Sears, Roebuck should run their business— 
how much attention would you pay to it ? 

Mr. Wesrricn. I am not appearing for Sears Roebuck but I would 
say if a representative group of our customers gave us a program we 
would give it serious consideration. 

Senator Younae. As to how to run your business ? 

Mr. Wesrricn. We certainly would, because the customer is our 
boss. 

The CHarrMan. Proceed, sir. 

Mr. Wesrricn. (a) In 1955, the support level of the 5 basic com- 
modities of wheat, corn, rice, cotton, and peanuts ranged between 8214 
percent to 90 percent of parity, and the sixth, tobacco, was supported 
at 90 percent when marketing quotas were approved. 

Actually, wheat was the only basic commodity supported at the 8244 


percent level. The current levels of support on basic commodities 
range between 75 percent and 90 percent and are still too high in rela- 
tion to a 


Flexible price supports should be given greater opportunity to be 
effective by lowering the lower limit of support below the present 75 
percent minimum on basic commodities so that the supports are only 
a protec tion against extremely low prices. 

(6) The present act uses a rigid schedule to set the minimum sup- 
port prices of basic commodities. This schedule is such that if sup- 
plies are reduced measurably, the support price can rise to the 90 
percent level and the buildup will begin again. 

For example, if by some chance the ¢ ‘ommodity Credit Corporation 
was able to dispose of its entire stock of wheat, the support price 
would immediately rise to 90 percent of parity and experience has 
shown that growers would again expand production. 

This diffie ulty would be alleviated by lowering the yearly supply 
percentage necessary to establish price support at a specific level. 
Supply percentage is the percentage that the total existing supply 
on hand at the beginning of the crop year is of the normal supply. 
It is imperative that there be a lowered level of support to prevent the 
Government from continuing to be a major market for farm com- 
modities, 

Point If: Apply the modernized parity formula to all price-sup- 
ported commodities as soon as practicable. 

Under the Agricultural Act of 1949, a new parity formula was de- 
vised which recognized gradually c hanging relationships between pro- 
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duction costs of individual farm commodities and consequent shifts 
in their relative market prices. ; i 

This provision was made for adjustment of parity prices of indi- 
vidual commodities so as to reflect the relative prices in the most 
recent preceding 10-year period. 

Transitional parity price is being used to prevent a sharp drop from 
the old formula to new formula prices. Through 1955, the parity 
prices on the basic commodities were not to be less than what they 
would have been if computed prior to 1950. They will now drop to 95 
percent of the old formula in 1956 and continue to drop 5 percent per 
year until all basic commodities have shifted to the new formula. 

* Parity is not a measure of income; it relates the price received for 
a commodity to the prices the farmer pays for commodities and services 
purchased. nen ' 

The new parity formula is more realistic and should be introduced 
faster than existing law now provides. 

Point III: Enact legislation for a soil-bank plan which will take 
sufficient land out of production to reduce surpluses and store fertil- 
ity in the soil. The plan should be voluntary, require participation 
in it as a requirement for eligibility for price supports, and not result 
in transferring difficulties of one farm product to another. 

Because prevention of further accumulation and elimination of ex- 
isting stocks of Government-held surpluses is of utmost importance 
to the well-being of American agriculture, a sound soil-bank plan 
should be put into operation as soon as possible. 

An effective soil-bank plan will ieee considerably the acreage 
planted to crops and pasture and the resulting unneeded production. 

At the same time, it will provide an opportunity for farmers to 
practice good conservation of their land and store fertility in the soil. 
It can serve as a step toward the eventual permanent retirement of 
many acres of low-grade land which, ideally, should not be under 
cultivation. 

Thus, it can be a long-range, as well as a short-range, solution to 
some of our most serious farm problems. 

While the objectives of a soil-bank plan are desirable, they will 
not be attained unless all of the conditions of the recommendation are 
met in their entirety. The plan adopted must be effective enough 
to reduce production sufficiently to bring about a reduction in sur- 
pluses. It should encourage good soil-conservation procedures, be 
voluntary, require participation in it in order to qualify for price 
supports, and not cause difficulties to be transferred from one farm 
product to another. A plan without these provisions would not be in 
the best interest of agriculture, or the American people. 

Senator ANprrson. I wonder if you really feel that you have a vol- 
untary plan and still require participation in order for a farmer to 
qualify for the price supports? If the farmer said, “If you will give 
me certain sums of money, I will hold some land out of production,” 
and then proceeded to put that land in production, I would think 
he might sacrifice his right to price supports. 

But surely you do not mean that every other farmer, if he does not 
come into the plan, would lose his right to price supports, do you! 

Mr. Wesrrica. That is what we mean, yes. 

Senator Anprerso». Then it is not voluntary. 
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The Cuarrman. Not voluntary. 

Senator Anperson. The farmer cannot live without price supports. 

Mr. WestricH. Many of them are doing it currently. <A lot of 
people have elected not to go in under price supports and have sold 
their crops on the free m: irket. It is our contention 

Senator ANperson. Well, go ahead. I do not quite agree with that. 

Senator Tuyr. Mr. C hairman, I think that Mr. W estrich i is now 
speaking about a local area, where they either feed all they grow into 
a dairy herd, or a poultry flock or a feeding lot operation. “They are 
not like a wheat producer. The wheat man does not feed all of his 
grain. 

Mr. Westricu. That is correct. 

Senator Tuyr. And a cotton man does not feed his cotton. 

Mr. Westricu. That is correct. 

Senator Tne. And the peanut man does not feed his peanuts. 

Mr. Westricn. That is correct. 

Senator Tnye. So your thinking is entirely geographical and con- 
fined to an area in the vicinity of ( ‘hicago where you have milk pro- 
duced and delivered to Chicago and sold. There you practically feed 
everything you grow. 

Mr. Westricu. No, sir, we are not. But we are trying to be real- 
istic on this, feeling that if a compulsory program were put into 
effect, you are going to not get good public support from the farmer, 
because the ty pical American does not like to be told what he has to do. 

Senator Ture. I know but how high a rental do you think you 
would have to pay to get compliance so that you would affect the sur- 
plus? How muchan acre? We will confine it right to your own area. 

Mr. Wesrricu. In that area it will vary greatly. 

Senator Tire. We will confine it to Hlinois. 

Mr. Wesrricu. In Illinois I believe it will vary. 

Senator Tarr. You have some poor land, but otherwise you have 
exceptionally good land as a whole. 

Mr. Wesrricu. I think what you will have to do, my personal atti- 
tude on this is this, that as long as the surpluses exist, you will have 
« continuation of your present program. If a soil- bank program is 
to be made to work, it has to be made interesting and effective to the 
farmers. 

Senator Tuye. All right, to make it interesting, how much would 
you propose to pay an acre, for the average land in the State of 
Tllinois? 

Mr. Wesrricn. I frankly am not prepared to answer that question. 

Senator Ture. Now we have to get the answers, and here you come 
from Illinois to give us advice. 

Senator Anperson. The Secretary of Agriculture could not answer 
the ett He ought to have a better chance to answer it than Mr. 
Westrich. I do not know why you expect this witness to. 

The Cuatrman. We will have him or his staff back here tomorrow 
to find out. 

Senator Ture. I will not pursue that question any further. But 
in your company—you are supervisor of the farm equipment depart- 
ment of Sears, Roebuck & Co. in Chicago, Ill—has that department 
ne re Roebuc k maintained the same volume of sales, or have sales 
fallen of 
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Mr. Wesrricu. They have fallen off. 

Senator Ture. What percent have they fallen off? 

Mr. Wesrricu. That is difficult to answer, because in the depart- 
ment, on the basis of which we carry our figures, we have a great deal 
of what we refer to as urban merchandise. That merchandise that 
can be used both by the suburbanite as well as by the farmer. 

Senator ANDERSON. You have fencing ? 

Mr. Wesrricu. There is fencing, for example. There is a great 
deal of fencing that is done in the residental area of the urban towns. 
Obviously, none of that goes into the farm. 

I can mention specifically to you that last year the poultry business 
alone which we do segregate, was off roughly : 35 percent, 

Senator Taye. Do you do any credit in your department ? 

Mr. Wesrricu. Yes, sir. 

Senator Tuyr. What have been your collections and credit 
problems ? 

Mr. WestricH. Our credit problems with the farmer have been 
excellent. The farmer is one of our best credit risks. 

Senator Youne. On page 4, I read this statement: 

On November 30, 1955, the Commodity Credit Corporation had an investment 
of $8,206,826,000 tied up in farm surplus commodities. 

If a bank loans money to a business institution, do you call that an 
investment—if a bank loans money, I say, to Sears, Roebuck, do you 
call that an investment by the bank? 

Mr. Westricnu. If a bank ¢ 

Senator Youne. Loans money—— 

Mr. Wesrricu. To Sears, Roebuck ? 

Senator Youne. Or any other business institution, do you call that 
an investment ? 

Mr. Wesrric#. Well, I call it a loan myself. It is a seeurity that 
they have. 

Senator Youne. Well now, it is true that on November 30, 1955, the 
Commodity Credit Corporation had loans and investments of a little 
over $8 million dollars, 

This is the record of the Department of Agriculture, Report of 
Financial Conditions and Operations as of November 30, 1955. 

This says, “Of the total of 1955 investments, $2,076,523,000 repre- 
sented the balance of loans outstanding.” 

Why do you include loans outstanding along with holdings of the 
CCC? 

Mr. Wesrricu. My understanding, if it is correct, of a loan—when 
a farmer puts something in loan, he is not guaranteeing to pay the 
amount back that he has put in the loan. 

The Government has advanced him that money. And the only 
reason, the only way that individual redeems that loan was if the 
free market would advance over and above the price on which the 
money was loaned. Then he would redeem it. Otherwise, he leaves 
that with the Government. So it is an investment on the part of the 
Government. 

Senator Younu. Many of these loans are repaid, though, are they 
not ? 

Mr. Westricu. I don’t know of any. 
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Senator Anperson. May I just say that I agree with a good many 
things that are in your statement. I think I would have to say to you 
that your committee better check up on what Senator Young has said, 
because a great many of these loans are paid. 

I agree with you on modernized parity and a great many other 
things but on this thing I think Senator Young has a valid point. 
The figure is used frequently, and it is not a figure of their investments. 
It is a total obligation that they have assumed and I think it includes 
loans which normally might be repaid. 

I mentioned the other day that a certain cotton man that I knew 
in California put his whole cotton crop under loan. It ran to some 
$3 million. It was a whale of a crop. The Government never paid 
a nickel for that. He paid every dollar back. He did not want to 
pay a higher rate of interest. It was convenient and easy for him to 
put it under the loan and it went under the loan. 

Senator Youna. Are not most of the tobacco loans repaid ? 

Senator ANperson. Most are repaid. I only want to say to you 
in the interest of fairness, I think, your organization ought to check 
that because I am quite sure that Senator Young is right. 

Senator Youne. The picture is bad as it is, but do not make it 
worse by $2 billion. 

The CHarrmMan. Proceed. 

Mr. Westricu. Point IV: Increase public and private efforts to 
expand marketing of farm products at home and abroad. This should 
include liberalizing restrictions on sales of farm commodities to Iron 
Curtain countries. 

It is apparent that there are no ready markets at home or in other 
countries for our surplus farm commodities. However, it is desirable 
that efforts be made to find and develop markets wherever and when- 
ever they exist. 

Everything possible should be done to insure that as much en- 
couragement as possible be given to enlarging the amount of sales 
made through private channels. 

While it is not desirable to dump our surpluses on the world mar- 
kets, it is still highly important that strong competitive selling be 
continued. 

Domestically, care should be taken not to disturb private sales by 
unusually high marketings of Government-held surplus commodities 
during harvest periods. 

Trade with Iron Curtain countries should be encouraged so long 
as it is advantageous to the United States. Exchange of agricultural! 
surpluses for strategic war materials should be encouraged. This is 
a very needy market and might eventually consume fairly large 
amounts of our surplus commodities. 

Point V: Repeal the agricultural products provisions of the Cargo 
Preference Act and ease any other restrictions which may retard the 
movement of surplus farm commodities into foreign trade channels. 

The Cargo Preference Act requires that 50 percent of all surplus 
commodities financed by Government loan, sold for foreign eurrency, 
or given away under foreign-aid programs, be shipped in United 
States flag vessels. 

Since some of our best foreign customers for agricultural products 
are also maritime nations, this is a real impediment to the rapid dis- 
posal of surplus farm commodities. 
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This requirement has proved to be a deciding factor in several in- 
stances of failures to make sales of surplus commodities. While it is 
important that a strong merchant marine be maintained, the sub- 
sidization of it should be considered as a separate matter and should 
not be done at the risk of impairing to any extent the disposal of 
surplus commodities. bs 

Other restrictions impeding the flow of agricultural commodities 
to foreign countries should be carefully examined with a view toward 
making disposal efforts more effective. Restrictions should be eased 
whenever they will aid in the movement of surplus farm commodities 
in foreign trade on terms beneficial to the United States over the 
long-run. } 

Point VI: Adopt a policy to coordinate the interrelated functions 
of Federal agencies responsible for management of Government- 
owned land, price-support activities, soil conservation work, and land 
reclamation and development projects. Development of future irri- 
gation portions of Federal multipurpose power projects should be 
discouraged until additional acreage is needed. 

Many inconsistencies have become apparent in the program’ of 
several Government agencies responsible for activities having a direct 
bearing on the problems of agriculture. 

Government agencies have been found to be doing a commendable 
job in an effort to reach a certain goal which is at cross-purposes with 
that which other agencies wish to accomplish. Inconsistencies have 
also existed too often within the same agency. 

Even though there is almost universal recognition of the fact that 
there is an overproduction of several farm products in relation to 
markets to absorb them, several Government agencies have been en- 
gaging in activities which unduly stimulate agricultural production. 

High price supports have encouraged the growing of crops on 
soils not adapted to their production while technical and financial 
assistance has been given to farmers in an effort to improve conserva- 
tion on their farms. 

Consideration is now being given to a soil-bank plan which would 
have as its main objective the taking of millions of acres of land out 
of production. At the same time, federally sponsored projects are 
going forward and other projects are being planned to reclaim new 
lands and expand irrigation. 

The Bureau of Reclamation estimates that further irrigation in the 
West is possible on 17 million acres. 

These and many similar paradoxes should be avoided by the adop- 
tion of a coordinated policy for all agencies dealing with these matters 
of such vital interest to all our citizens. 

Senator Anperson. The fact is that sometimes these projects take 
15 or 20 years to be completed. Have you taken that into considera- 
tion? You cannot contemplate now what the agricultural situation 
will be 20 years from now with the increase in population. 

For example, in one of the projects that has been discussed recently, 
the schedule that they showed me a short time ago was that it would 
be completed for settlement in 1964, for actual use of the land. 

Have you any figures that would show by 1984 we would not be : 
“have not” nation ? 

Mr. Wesrricu. We have not. You will notice we did not say 
cease or desist. : 
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Senator Anperson. You said development of future irrigation po. 
tions of Federal multipurpose power projects should be discouraged 
until additional acreage is needed. If you discourage until that 
time, you will be 15 years too late in the construction of them. 

Mr. Wesrricu. Well, based on the specific phraseology—and there 
was quite a discussion among our committee on this point, Senator 
again in effect, what we are asking for is certainly, don’t go in and 
apply and put in more acreage under irrigation at this time. _ 

By the same token, do not discourage a project where irrigation 
necessary and the overall project needs the irrigation feature of it. 

In other words, we were trying to say, if irrigation is not needed 
onto a given program in the foreseeable future, where in the eyes of 
this committee, or those dealing with it, irrigation is not needed, let 
us not put that into effect. Let us suspend it or defer it. 

But certainly, not to gamble away our future. 

Senator ANperson. | went into great lengths to deliver a long, lone 
dissertation on that on the floor of the Senate a short time back, and 
the National Reclamation Association printed a good many thousand 
copies of it and sent it out, because I tried to point out that on th 
construction of the turnpike from Canton, Ohio, into Chicago you 
took up 70,000 acres of good farmland. 

If the President’s program on highways, which he proposed t 
Congress, were put in operation it would remove about 2 million acres 
of farmland from cultivation. And add to that the growth of cities 
which is taking up farmland. 

We took the figures on the growth of population, and as near as 
[ could tell we would reach a balance possibly by the year 1970 and 
maybe a little earlier than that in which we would be looking around 
for new places to cultivate land. 

These projects, many of them, would not be available before that 
time. The great bulk of them would not be available at all if you 
authorized the project tomorrow. Lam merely trying to say to you 
that I like the language of your subcommittee here in your verbal 
statement. These things ought to be watched so that we do pot sud- 
denly bring in a lot of land that is going to cause trouble to the farm 
lands we are attempting to put into the soil-fertility bank. 

[ agree with vou completely but at the same time, I think most of our 
projects should be put into operation. 

Mr. Wesrrici. [ am very happy to explain the point of view. 
Many of these things you try to get down to a few words, and it brings 
ambiguity. 

The CHarrMaNn. Proceed. 

Mr. Wesrricu. Point VII: Expand and encourage public and pri- 
vate agricultural research and educational programs to reduce produc- 
tion and marketing costs, on new uses and new markets, and in other 
fields which will assist in the long-range improvement of agriculture. 

Research can help to provide long-range solutions to many of the 
problems of agriculture. It deals with some of the basic causes of our 
farm problems and makes it possible for individual farmers to solve 
their own problems in a system of free enterprise. 

The major benefits of agriculture research, however, inures to con- 
sumers, not to farmers, since competition causes prices to approximate 
production costs. 
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There seems to be a difference on this committee. 

Therefore, research that reduces costs benefits consumers by provid- 
ing commodities at lower prices than otherwise would prev ail. 

‘Research has been responsible for the vast nee in the effi- 
ciency of farm production and marketing and has raised the quality 
and quantity of farm products. 

While additional eee is not needed now, it will be needed 
in the future and the farmer should be prepared to meet that need. 
Considerable additional research activity can be directed immediately 
toward the many current problems of agriculture where the added 
information is badly needed. 

Individual farmers are unable to bear the cost of expensive research 
programs. It is appropriate that the Federal Government continue 
to assist in financing this research and bringing its results to the 
farmer in the most efficient manner possible. 

Senator Tarr. In the marketing of the produce and products, 
what do you think, that we, by research, could particularly find that 
would increase the farmer’s income? 

Mr. Westricu. Well, I think I am attacking it from a little dif- 
ferent standpoint. The premise made here right off the bat is that 
lower farm prices would not—I gathered the impression that the 
committee was stating—that lower prices would not lower consumer 
costs. 

[ would turn that around and disagree with the committee by 
stating that if there were higher farm prices—— 

Senator Ture. You are getting away from the point of the 
question. 

Mr. Westricn. All right. 

Senator Tuyr. Mr. Westrich, my question was: What do you 
anticipate that research could do that would increase the income of 
the producer and at the same time decrease the cost to the con- 
sumer? That is the type of research that I understood you were 
proposing here. 

Mr. Wesrricu. We are proposing any type of research that would 
benefit marketing. 

Senator Tuy. Could you imagine or could you give me one item 
as an example? 

Mr. Wesrricu. I think I can give you two examples. They might 
not be exactly what you are looking for, but in our local paper 
yesterday, for example, there was quite an article devoted to one 
individual who had been producing and raising these cornish hens, 
going after a specialty market. Normally he was in the broiler 
business. There he is soliciting, developing a new market. That 
was at the production level. 

Senator Ture. Yes, but just the minute he gets in there, that 
new bird replaces the broiler. So far as the consumer and pro- 
ducer are concerned, that research, therefore, has not done anything 
but to make another competitive product to the already existing 
broiler. 

What I am trying to ascertain is whether you believe that we 
could, by research, find a method of marketing dairy products where 
the producer would get a little more out of the consumer’s cost of 
a quart of milk? 
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Mr. Wesrricu. Are you talking about percentage? 

Senator Ture. I am just talking about the return to the pro- 
ducer, because you are talking about research. You said that re- 
search has resulted in w ays to increase production. 

Mr. Westricu. That is right. 

Senator Tuyr. So with research now on that basis, where is the 
benefit in marketing? I am trying to get an example from you 
that would indicate what fields might need such a study. I am 
wondering now whether you can apply it to milk, or whether you 
apply it to other products, just as an example. 

A recommendation and a suggestion is fine, but we have to write 
some of your suggestions into a legislative bill here. 

Mr. Wesrricu. You brought up dairy products—currently if ; 
marketing study, in my opinion, could be made which would ee 
down some of the artificial barriers imposed upon and subsidized 
or built up the delivery costs of milk, for example, the farmer 
would be helped because the final cost of milk to the consumer 
would be brought down. 

Senator AnpEerson. And thereby the consumption increased ? 

Mr. Westricu. Thereby your consumption would increase. 

Senator Tur. How would that research be used, to determine 
whether it is the cost involved in marketing or in the product itself / 

Mr. Wesrricu. I think there are two problems there. I think, for 
example, if research in marketing would be perfected, which I under- 
stand is underway—how far it is, I don’t know—wherein milk can be 
delivered in a can, where it has a shelf life of 6 months or more, wit! 
out refrigeration, that you could bring down the consumer costs of 
milk terrifically. 

Senator Taye. There is research in that direction ? 

Mr. Wesrricu. There is research on that. 

Senator Tuyr. And that in itself is required, because you from the 
Midwest-—not necessarily Illinois, because you have a pretty fair 
market in that area—but from the Midwest where there is surplus 
production, you cannot tap these Eastern markets at the present freight 
costs involved. Freight on a gallon of milk from the Midwest to a 
New York or Boston or W ashington market is, in itself, prohibitive : 
and, therefore your suggestion on research, to find a method of reduc 
ing some of the total w eight and to eliminate some of the perishable 
qui ality of the product, might offer something in the dairy situation. 

Senator ANprerson. Do you not think that the development of these 
powdered milk and cream products has increased the possibility of 
consuming dairy products? 

When we went out on a long hunting trip in the old days you could 
not carry bottles of milk with you. But we all carry cream along with 
us now and we put it in the coffee and we enjoy it. I have a ean of 
milk that comes, I am happy to say, from Senator Thy’s home State 
which I think is as fine a powdered variety of milk as I have ever seen, 
and I can reconstitute milk, 

I am thinking of Alaska where the cost of milk is 60 cents a quart. 
Do you not think if we had research to do what you are talking about, 
that might be a market for dairy products up there ? 

Mr. Westricn. In my opinion, very definitely yes. 

Senator Toye. You see, those research efforts on both powdered and 
condensed products have been made. Additional research, insofar as 
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is concerned the canning of fluid milk and the elimination of distaste- 
ful flavors, I would concede might be very profitable. But beyond 
this would there be any other specific research which would be of 
immediate benefit to the producer ¢ 

We have a problem right here that we have to solve in the next 6 
months or you are going to lose more than that 35 percent you have 
already lost in the pure hases of the farmer in your catalog retail sales. 

The Cuarrman. That is the poultry farmer only, that he mentioned. 

Senator Ture. Yes. 

The Cuarrman. Proceed. 

Mr. Westricu. You asked me what our figures were, what they were 
off. I told you that. 

Senator Anperson. In other words, the Congress passed a research 
and marketing act many years ago but has been slow in getting it 
underway. Iam happy to have your endorsement of that. 

Mr. Wesrricn. What we are trying to do is to come up with a specific 
answer, to say what you should put research on—I think that is be- 
yond our concept. I think just like what the frozen-food industry 
has done in bringing fresh vegetables and foods to the American table, 
has bettered the standard of Tivi ing and it has increased that type of 
product. 

And I think we are all out, so to speak, to encourage the study and 
the research on marketing costs in that regard. That is to stimulate 
the disposition of agric ultural products. 

Point VIII: Encourage farmers with limited opportunities to move 
into more rewarding pursuits so as to better their standard of living. 

The problems of the more than 1 million rural families existing on 
pitifully meager incomes merit the consideration of all our citizens. 

These marginal farmers are generally located on farms which are 
too small to be efficient, or are on hilly, infertile land. They have 
inadequate capital or lack training in modern farming methods. 

Many of these farmers should be encouraged to supplement their 
income with offfarm work or to make a full shift to industrial work 
when the opportunity arises. 

In order to hasten this desirable shift of human resources from 
marginal farming to industry and other fields offering more opportu- 
nity “for the future, appropriate Federal agencies should be oriented 
to offer aid and guidance to those farmers wishing to improve their 
lot. 

Many agencies, such agencies as the Farmers’ Home Administra- 
tion, the Extension Service and others in the Departments of Labor, 
Agriculture, and Health, Education, and Welfare, can assist in en- 
couraging and counseling in the best ways to make this shift. This 
is a natural and desirable result of progress in agriculture and should 
be fostered by all means possible. 

In short, what we are saying is: recognize the problem, and let us 
be realistic and honest with the farmers involved: let us state their 
plight and in it try to merge the problems of the very small farmer 
with the problems of the larger farmer. 

On behalf of the Illinois State Chamber of Commerce and myself, 
I wish to express our sincere appreciation to you for this opportunity 
to appear before you and present the views of that organization: on 
the very important matter of Federal farm legislation. 

The Crraman. Thank you. 
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Senator Ture. Might I ask two questions of Mr. Westrich ? 

The CuHarrMan. Proceed. 

Senator Taye. If you drop price supports on these various com 
modities at the present time, before you have removed the surpluses, 
what will that do to the commodity prices ? 

Mr. Westricu. It would lower the commodity prices. 

Senator Ture. If the commodity prices are lowered, who is apt to 
be bcm to go out of business? Who is most apt to be hit first! 

1 I help you answer that by saying—and then you can eithe: 
ane or disagree—that it would be the man with the limited capital 
who could not survive additional price reductions? 

Mr. Wesrricn. | think that is right. The marginal farmer would 
be hit the worst. 

Senator Tuyr. Who would likely be the man with the limited 
capital ? 

Mr. Wesrricn. The marginal farmer. 

Senator Tnyr. That is not necessarily the case. I could take yo 
into any community, and I am sure there are also communities in 
Illinois where a lot of good farmers and young farm families ar 
now with limited capital. They are operating today on credit. If 
you permit a reduction in their income, you are going to put them out 
of business. 

If you put this young man out of business, you have destroyed his 
confidence, his courage, and his determination to carry on. You will 
have put him on your streets in Chicago, looking for a job. Maylhy 
you cannot give him a job, if other business have suffered a 35-percent 
reduction in retail sales such as your company has in its machinery 
business. 

Mr. Wesrricn. I would like to correct my statement to you. The 
man on a potentially efficient farm—I do not believe should be dis- 
couraged, whether he has limited capital or not. 

Senator Tuyr. But if he suffers loss of income, you are going to 
discourage him; are you not? 

Mr. Wrsrricu. We are not proposing, in our opinion, between the 
combination of the soil-bank program ‘and your support program, 
tying the two together, we are not in any way trying to penalize or 
drive the potential or the efficient farm out of business. 

Senator Tre. But Mr. Westrich, what happened when the sup- 
ports on dairy went from 90 to 75 percent ? 

Mr. Wersrricn. What happened 

Senator Tirre. Yes. 

Mr. Wesrricnu. I know there was an awful lot of skuawking. 

Senator Tryrr. I know. 

Mr. Wesrricn. The quantity of milk increased. 

Senator Ture. But the price per hundredweight of milk, what 
happened to that price per hundredweight of milk when that price 
went from 90 to 75? 

Mr. Wesrricu. It dropped. 

Senator Ture. It dropped? 

Mr. Wesrricu. Yes. 

Senator Tnyr. And that immediately affected the income of the 
man out there producing milk; did it not? 

Mr. Wesrricu. Yes, but not to the extent that the drop implied, 
because you have fewer cows today producing more milk so you are 
getting more efficiency in the production of milk. 
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Senator Ture. But Mr. Westrich, the fewer cows have not all 
come about in the calendar year of 1955. 

Mr. Westricu. By no means, no. 

Senator Ture. It was the calendar year of 1955 that I had reference 
to. What I am trying to get at, Mr. Westrich, is that you and I, and 
this committee, must not lose sight of the fact that if you drop the 
support price before you get the surplus down, the price of the product 
or of the commodity is bound to go down. 

And if you have credit problems with the young producer, right 
today, and he is threatened with a foreclosure, are you not going to 
aggravate his situation and hasten his foreclosure if you reduce his 
income ¢ 

That is what concerns me. If it is the young man with limited capi- 
tal who goes out first, this is the wrong approach to getting a reduc- 
tion. You have destroyed the incentive and the courage and the 
hope in the young farm family, but you have not necessarily brought 
about a curtailment in production. 

Mr. Wesrricu. While this is not in the State chamber program, I 
am talking to you as an individual. I wholeheartedly agree with your 
comments. And I think that you have a dual problem in here. You 
have a credit problem that must be recognized and the marginal 
farmer—when I am talking about the farmer that you are talking 
about. 

Senator Ture. But it is difficult to separate the two, because the 
marginal farmer would be a man sitting out here on some very poor 
thin soil who has not the ability to produce. His unit is so small 
that. under the best circumstances, he would not make a living. 

Mr. Westrricn. That is right. 

Senator Tuyr. That is what you mean by maryinal. What I am 
talking about is reducing the income of one of your best farmers in 
one of the fertile valleys of [Illinois to a point where he is unable to 
make the payment on his obligations or the interest on his obligations. 
If he is forced to have a sale, to liquidate, to satisfy the creditors, 
you have taken the heart out of that young man and you have des- 
troyed his initiative and his willingness to go ahead. You have not 
however, reduced the potential production of that acreage because 
somebody else will pick it wp and farm it. 

Mr. Wesrricu. I agree with you. 

Senator Tuyen. That is why you and I must approach this question 
today; and it is simply a question of how to bring about a reduction 
in the farm plant and at the same time stabilize the agricultural econ- 
omy so that no one will be liquidated while we are getting this plant 
curtailed. 

That is the way I think that you and your chamber should try to 
resolve the problem and bring.us a recommendation on it, because I 
think you are approaching it honestly, if you could have 6 years to 
do it, but you do not have that time to do it. 

Mr. Wesrricu. We feel that under this soil-bank program, and 
recognizing that this thing can be very costly, but looking at it just 
like you would do in business, the first cost, the first depreciation you 
take many times will be the least possible and recognizing that you 
do not have to fortify this thing and be encouraged in doing it, and 
what we were hoping was that between the soil-bank program and 
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your price support setups, that you would bring production down, 
recognizing that it is going to cost you something to do it, but you 
are correcting the cost. 

Because right now we are spending a million dollars a day just to 
store this stuff and it looks like it will continue. 

Senator Tuyr. You may have lost a great deal in the form of income 
because you, in your business alone, in ‘that one area, have lost 35 per- 
cent of your sales to the agricultural retail channels. 

Mr. Wesrricu. That will come back again and that has been history 
on the poultry farmer. 

The Carman. Thank you, Mr. Westrich. 

Mr. Westricuw. Thank you. 

The CHatrman. The committee will stand in recess until 2 o’clock 
this afternoon. 

(Whereupon, at 12:40 o’clock, the committee recessed to reconven: 
at 2 o’clock, this day.) 

AFTERNOON SESSION 


The CHarrMan. The committee will please come to order. 

Mr. Stover, will you sit there, please, next to Senator Scott? 

All right, Mr. Stover. Will you give us your name and occupatioi 
in full, please? 

Mr. Stover. Fred W. Stover. I am the owner and operator of a 
240-acre farm in central Iowa. 

The Cuarrman. Are you familiar with the presentation by Mr. 
Patton of the Farmers Union ¢ 

Mr. Stover. No; I am not. 

The Cuarrman. I was going to ask if there is anything different in 
your statement fromm what they have submitted. 

You may proceed. 


STATEMENT OF FRED W. STOVER, PRESIDENT, IOWA FARMERS 
UNION, HAMPTON, IOWA 


Mr. Srover. Mr. Chairman and gentlemen of the committee, I have 
a statement here about a page and a half, and a resolution from our 
board of directors, which I would like to read. 

The program that I want to present to you deals principally with 
the most severely depressed sector of our farm economy, and yet is the 
one which I believe is the easiest to solve. Unlike wheat and cotton, 
the surplus of corn and hogs is small. We have referred to this pro- 
gram as a new corn-hog program. It was aproved by our board of 
directors last December 10, after serious study and discussion, and | 
attach herewith a copy of the board’s resolution, set up in the form of 
a petition to President Eisenhower and the United States Congress, 
which we are now circulating among farmers. 

Our program will— 

1. Meet the current pressing financial needs of our farmers so 
they can continue farming operations by retrieving their losses on 
their 1955 hog crop. This will be done by extending to them 
through direct payments the same level of income protection as 
producers of basic commodities, viz, 90 percent of parity which 
was permissible in 1955. 
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2. Undergird family-farm incomes for 1956 and beyond for not 
only corn-hog producers, but for producers of other basic com- 
modities and including, also, all feed grains at parity. 

3. Assure maximum participation by farmers so that produe- 
tion adjustments or cuts for an average farmer will be minor and 
not be “canceled out” by increased production by nonparticipating 
producers. 

4. Be an important first step in giving more support to family- 
type farmers and less to large-scale commercial operations. 

We do not believe that drastic curtailment of corn and hogs is called 
for by present production and consumption figures, but uncalled-for 
increases can be dealt with only by a coordinated Federal program 
calling for compliance with reasonable goals as provided in our pro- 
posed corn-hog contracts. 

Our proposal calls for production payments on hogs up to the first 
150 head per farmer on the 1955 crop of 90 percent of parity and at 
100 percent of parity on the basis of allotments from 1956 on. But 
we are quite certain that the payments required would be little or 
none at all, once we get parity supports on corn and other feed grains, 
with the greatest. possible participation by farmers. Then there will 
no longer be a prospect of cheap feed in sight to tempt either com- 
mercial feeders or unneeded expansion in dairy and poultry produc- 
tion. 

Supports on basics and storable feed grains at parity through non- 
resource loans will tend to life all livestock, dairy, and poultry prod- 
ucts to parity and it will not result in increased production, as con- 
tended by some. Certainly this will not be the case when most farm- 
ers cooperate with the production goals set. We believe farmers 
should cooperate in a Government program, but first we must have 
a good program. Even then, participation should be voluntary, but 
we would not extend payments or price-support loans to farmers whc 
exceeded reasonable production goals. 

This program will cost some money. But the bill that is due our 
farmers now on their 1955 hogs is simply the penalty that must be 
paid because of lack of a program. 

Let’s put it this way: Instead of being in the position of asking 
for more subsidy for farmers, we want to end a very unfair subsidy. 
We call for a termination of the arrangement whereby our farmers, 
15 percent or less of our population, subsidize the rest of the popu- 
lation with cheap goods and subsidize packers and processors with 
exorbitant profits. For when we get parity, we still only get about 
one-half of the per capita income of the nonfarm population. 

So we get aggravated at hearing the term “high rigid” or “fixed 
parity” applied to even 90 percent of parity supports. 

In the statement filed with your chief clerk on the occasion of the 
field hearing in Des Moines last October, when we were not given an 
opportunity to testify, I wrote: 

The parity concept is itself flexible. It hitches farm prices to farm costs and 
serves as an automatic built-in balancing mechanism, so that farm prices at 
parity would always be just as flexible as farm costs. If we are ever going to 
even approach the goal of equality of income for farmers then we should first 
quit talking about subparity supports. If the matter of farm price supports and 
equality for agriculture is to be a political football, for better or for worse, then 


the first thing we should do is to kick it out of the subparity cellar that it has 
always been in and start with minimum floors of 100 percent parity. Then we 
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can argue how fast we want to move toward real equality by debating whether 
we want 110 or 120 or 130 percent of parity or more. 

The Iowa Farmers Union holds the distinction of never having 
compromised the principle of parity. Of course, we do think that 
repeal of the sliding scale provisions as called for by H. R. 12 is a 
necessary first step. 

Now I would like to read the resolution of our board of directors that 
they passed December 10, of last year. 

The Cuarmman. Are you an affiliate of the Farmers Union, of which 
Mr. Patton is president ? 

Mr. Srover. Well, there is a big argument about that now. 

The CHarrman. I am asking you. 

Mr. Srover. It will probably be settled in court. 

At the present time, we are not affiliated, for the simple reason that 
we are not paying dues and they do not want our dues. 

The CHarrMANn. Your programs seem to parallel each other to some 
extent. 

I notice here where you say : 


Even then, participation should be voluntary, but we would not extend pay- 
ments or price support loans to farmers who exceeded reasonable production 
goals, 

How do you propose to fix those goals in respect to the growing of, 
let us say, hogs? 

Mr. Srover. I think when I read the program it probably explains 
the matter of hog allotments. 

The Cuarrman. All right. Go ahead. 

Mr. Stover (reading) : 


Whereas hog prices have dropped to below 50 percent of parity and corn-hog 
farmers have suffered a more drastic cut in their income than ever before, at a 
time when incomes to other segments of our economy are at record highs; and 

Whereas this plummeting of farm income in the face of ever-mounting cost 
is jeopardizing not only the security of farm families and the many business 
establishments that are dependent on a healthy and stable farm income, but 
will eventually endanger our whole national economy: Therefore, be it 

Resolved, That it is the duty of society as a whole through our Government to 
begin paying a part of the long overdue balance of its board bill to its food 
producers by the enactment of the following corn-hog program : 

1. Provide corn-hog contracts that will make direct payments to farmers in 
amounts equal to the difference between the prices received and the maximum 
legal rate permitted in 1955 (90 percent of parity) on all hogs farrowed in 
1955 and marketed, but not to exceed 150 head for any one farmer. One-half 
of such amount to be paid the farmer immediately upon signing of a corn-hog 
contract for 1956, and the balance upon proof of compliance with planting and 
farrowing requirements. 

Failure to comply in 1956 would make the farmer ineligible for the second 
payment, and ineligible for corn loans. He would also be liable for the return 
of the first payment. 

2. This emergency program should be integrated with a new program for 
1956 and succeeding years that provides 100 percent of parity loans on corn 
and all other feed grains with production goals tailored to good soil management 
and consumer needs. 

Hog production goals for 1956 should reflect demand and be allocated to 
States and counties largely on the basis of past production over an extended 
period of years. 

Reasonable allotments, based partly on the number of crop acres, with con- 
sideration given to average production in recent years should first be apportioned 
to family farmers with the balance to commercial producers and corporations. 
Weights of hogs should be limited until market demand changes. 

3. Incomes of hog producers complying with the new corn-hog contract would 
be protected at full parity by means of production payments where necessary, 
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but no payment, crop loan, or combination of payments or crop loans for any 
year should exc eed $5,000 to any farm, farmer, or corporation. 
4. The reactivation of elected farmer committees would be imperative for the 


fair and effective administration of this program. 

Until such time as the above program is enacted, we call for a moratorium on 
all debts and taxes for distressed farmers and small-business men dependent 
on farmer patronage. 

That is the resolution unanimously approved by our board of 
directors. 

The CuHarrman. That does not answer very fully the question I 
asked you. 

Mr. Srover. On the matter of hog allotments? 

The CuarrmMan. The method of curtailing the production of them, 
because if you expect the Government to support you at 100 percent 
of parity, certainly farmers should not be permitted to produce all 
theyean. And the question I asked you is, how would you control that 
production ¢ 

Mr. Stover. Well, we stated here that hog-production goals for 1956 
should be allocated to States and counties largely on the basis of past 

yroduction. That is talking about allotments to States and counties. 
These allotments to States and counties—— 

The CuamrMman. Suppose a farmer produces a few more hogs. Sup- 
pose instead of a sow having 8 Pigs, she has 10 or maybe 12. What 
would you do with those extra pigs ¢ 

Mr. Stover. We had that same problem in 1934 and 1935, when we 
had corn-hog contracts, and I think it worked pretty well. 

But on the matter of individual allotments, you see, I make a dis- 
tinction here between the allotments to States and counties and the 
matter of breaking them down to family farmers. Our reason for 
using the past history i in allocating to States and counties is to prevent 
areas not accustomed to raising hogs from being limited. But these 
allotments, then, to States and counties would be broken down to the 
farmers in the counties with special consideration given to family 
farmers first. 

Remember, I pointed out that we do not think that the actual reduc- 
tion in either corn or hogs needs to be very great, but it would require 
maximum participation by farmers. 

The CuAirman. Are there any further questions ? 

Senator Arken. Have you got 2 farmers unions in Iowa now, or 
just 1. 

The Cuarrman. I have asked him that. 

Senator ArkEeN. You have asked him that? 

The CuarrMan. Yes. 

Senator Arken. I was going to ask, do you have two farmer union 
organizations in Iowa now. I was thinking of what Mr. Patton just 
said, that they were or 

The Cuarrman. He valid it would take a lawsuit to answer that. 

Senator Arken. All right. If you have answered that question, do 
not bother to answer me. I was just curious. 

Mr. Stover. Thank you. 

The Cuarrman, Is Mr. Jones in? 

Mr. Jones. Yes. 

The Cuarmman. Mr. Jones, will you state your full name and oc- 
eupation, please. 
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STATEMENT OF DWELLEY JONES, WASHINGTON STATE WHEAT 
GROWERS ASSOCIATION, WALLA WALLA, WASH. 


Mr. Jones. My name is Dwelley Jones. I am a wheat farmer from 
Walla Walla, Wash. I represent the Washington Wheat Growers 
Association. I am an operator who is both an owner and a tenant, 
which gives me an opportunity to better observe the difficulties of both 
classes of farmers. I am back here at my own expense to represent 
Washington State wheat farmers. 

The Cuarrman. We were in Pendleton, Oreg., last fall. You could 
have saved quite a little bit of expense had you come before us then. 

Mr. Jones. Yes. 

The Cuarrman. Of course, you would not have seen Washingt n, 
had that happened. 

Mr. Jones. At the committee hearing held last fall in Pendleton, 
Oreg., I was a member of the audience, and I was sitting there along 
Ww ith two of my farmer friends, who also happened to be economics 
majors, and we followed your hearing with very great interest, and 
our association had a witness before you. We felt that this commit- 
tee was earnestly trying to solve the farmer’s problems, and we were 
forcibly impressed by your statements that our agricultural plants 
were overproducing, and that this production must be curtailed to 
line up with consumption. 

We went home from that meeting and we attempted to see if we 
might be able to contribute some ideas to a solution that had not been 
presented before. 

fter that meeting our State association has enlarged its program 
that it submitted to you. 

At that time we were principally talking of the two-price plan, 
and we have gone on and added considerable additional to it. 

Had we not attended that meeting I would not be here. 

The CuatrMan. I guess you got inspiration, then, from the meeting. 

Mr. Jonrs. Yes. I enjoyed listening to you and Senator Thye and 
Senator Young very much. It was heartening to know that some- 
one who understood and had a grasp of the farm problem was at- 
tempting to work for us. Sometimes we felt that men coming out 
to our area did not understand our problems at all. We listened to 
a lot of them who did, and we were highly pleased to have your com- 
mittee know more about our problems | than most of the farmers that 
were your witnesses. 

In addition to balancing our production with our consumption, 
we realize, of course, that we have the problem of absorbing this 11% 
billion bushels of grain surplus into domestic and foreign channels 
And our solution to the problem we have divided up our discussion 
into four parts: First, we propose a land bank to remove lands from 
production. 

Second, we propose total acreage allotments to control the land 
remaining in production. 

Third, we propose a price-support program to enable the farmer 
to live on the same level as other segments of our economy. 

Fourth, we propose to utilize our surpluses within a very short time. 

I realize that all these principles have been talked over in this 
committee, and anything that I have read, I assume you have gone 
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over carefully and have a similar opinion to what we have, I am not 
voing to touch on. 

What I would like to do is to point out where we have ideas that 
we feel are dissimilar to yours. 

First of all, in regard to the land bank we feel that all segments of 
agriculture that are producing grains must share equally in the 
curtailed acreage and so do on a compulsory basis. This means that 
eround producing wheat, corn, soybeans, sorghums, oats, barley, rye 
and buckwheat, and all of those grains, must be curtailed equally. In 
addition, we believe that cotton, which I understand will affect your 
area, should be permitted to come in this acreage program if they 
so choose. 

Under our land-bank program, if cotton—and if I understand the 
problem down there—was not able to divert enough of its production 
in the land bank to leave the balance that would go into cotton, then 
we feel that gap should be taken up by grains. We have tried in our 
program to fit the picture to what would occur naturally if there were 
no controls on whatsoever. 

We feel that artificial controls at this time are necessary, but we 
want to stay as near in line as we can to what would occur naturally 
if there were none. 

To obtain a base period when allotments had not distorted the 
picture, we used 1952 and 1953 averages for our base period. The 
acres producing these grains and cotton during this period totaled 
269 million acres. We also determined that there were approxi- 
mately 30 million acres in summer fallow throughout the Nation, 
which would increase the acreage in the soil bank accordingly. 

In our area 65 percent of the ground is in summer fallow. It is 
fallowed 1 year to store up moisture, and then the next year we plant 
a crop of wheat on it. Now, thus far I have failed to hear men- 
tioned this summer fallow, which I feel is an important part of our 
natural production land, and we wish to draw that in and make 
provision for it. 

We also in our program wished to draw 500 million bushels of 
grains out of our stored surplus each year. To balance our produc- 
tion without consumption and to make this withdrawal, we deter- 
mined that we needed to cut our acreage 20 percent. This brought 
the total acreage in the soil bank to 65 million acres. 

This is considerably more than was originally mentioned in all the 
proposals I saw come out of Washington. 

The Cuarrman. Do you mean to cut 20 percent of your allotted 
acres? 

Mr. Jones. Oh, no; oh, no. I mean to cut 20 percent on our base 
acreage of all ground that was in production of these food and feed 
grains in the base period of 1952-53. 

The Cuarrman, All right. 

Mr. Jones. In the case of cotton, as I previously mentioned, in 
the 20 percent curtailed acreage in the soil bank is not sufficient to 
leave the rest of the ground in the production of cotton, we feel 
that the cotton farmer should be permitted to plant grains in place 
of cotton that it is felt necessary that he be curtailed. 

We have estimated that he would be likely to do so to the extent 
of 5 million acres, and we used this as an estimate in our caleulations. 
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In my area, for example, we are already cut 35 percent from our 
base acreage. I noticed one of the programs out of Washington 
here said there was going to be a 30-percent top in the amount of 
cut. I could not quite line that up with my already present 35- 
percent cut. 

Nation: lly, the diverted acreage figure in wheat is not as large, 
I think it is around 25 percent. But under the W ashington plan, 
wheat would enjoy equal treatment with all grains in relation to 
curtailed acreage. The only reason that wheat and corn, say, are 
in surplus, while sorghums, barley, oats, and other feed grains are in 
relative balance, is that due to an artificial pricing mechanism, corn 
and wheat are the last to be utilized fully. 

[f a free market prevailed, these grains would all be in a relatively 
equal surplus. Wheat alone, or wheat and corn alone, cannot, | 
feel, in justice be required to shoulder the entire burden of curtail- 
ing our production. Neither should they be bribed to do so through 
excessive payments in a soil bank. 

The Washington plan calls for no utilization of these land bank 
acres. However, a large portion of our farmers feel that they should 
have a regulation of livestock numbers according to the past history 
of the ranch, and that they should be allowed to pasture these acres. 

We also feel that no farmer should be penalized in his acreage 
base for having followed soil conservation practices in the past. 
Our Government. programs thus far have levied a severe penalty on 
a farmer who has gone into such crops as grasses in accordance with 
the requests of his soil-conservation office. When it came time t 
figure the allotment, that land was thrown out of his base, and he 
was penalized severely. 

I have a 450-acre field at home which I happened to have grass on 
during the period of figuring my allotment, and I was allowed 5 
acres of wheat 1 year and 45 the next. That is on a fallow basis, too. 

In summary, our land-bank proposal is to curtail production by 
20 percent of all grain and cotton-producing acreage. This would 
enable us to draw 500 million bushels of grains from our present 
stored surpluses each year. This would work us out of our surplus 
status in 3 short years, if you assumed that you were going to continue 
to hold the 500 million bushels of wheat that is declared, I believe 
by congressional action, to be a strategic reserve. 

We feel that payment for removing land from production should 
be based on the productive capacity of the land, and pay some place 
between 5 and 9 percent interest, according to the value of the land. 

Senator ArkeN. You mean, the earnings from the crop if it were 
planted, plus 5 to 9 percent ? 

Mr. Jongs. No. iosnan 

Senator ArkEN. You mean 5 to 9 percent of the value of the land? 

Mr. Jones. Yes. 

Senator Arken. That would be an incentive price, then, to not 
plant the land ? 

Mr. Jongs. Yes. 

Senator Arken. Do you think that your Washington wheatgrowers 
would repond fairly well provided they were assured of getting as 
much net as they would from raising a crop, plus a little ‘bit more? 

Mr. Jongs. Yes. 
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We ure faced with the proble m in Washington of having no alterna- 
tive crop on a great portion of our land. Now, we are attempting 
to raise barley, “but I think I can safely say that 98 percent of the 
tenant farmers, at least, are raising barley at a loss. Soif they have 
an opportunity to get out of raising bar ley, even without a payment, 
[ think they would be glad to do so. Anda payment, of course, Is an 
incentive. 

The Cuatrman. Summer fallowing has been practiced in your area 
throughout the years, has it not? 

Mr. Jonus. Yes. 

The Cuarrman. And you w ant to cont inue that same process ¢ 

Mr. Jones. We have to, to raise a crop, sir. 

The CuatrMan. And on that land that is summer-fallowed, you are 
not paid now, and you would expect under this program to be paid up 
to 9 percent of its value; that is correct, is it not! 

Mr. Jones. Yes, that is correct. 

The CuatrmMan. Now, in addition to that, as I understand, you 
would also desire to utilize this summer-fallow land in order to feed 
the cattle and sheep and other livestock ¢ 

Mr. Jones. Our plan calls for no utilization, Senator. It was the 
minority report in which I indicated there was a great deal—— 

The CHairmMan. But you do use it now for that purpose? 

Mr. Jones. I beg your pardon? 

The Cuairman. You do use it now for that purpose ? 

Mr. Jones. For pasturing cattle? 

The CHatrMan. Yes. 

Mr. Jonns. Yes. 

The Cuarrman. And you would want to curtail that altogether? 

Mr. Jones. It is no utilization of the land bank, Senator, except 
that I wanted 

The CHatrmMan. That is what I am talking about. 

Senator ArkKEN. You would curtail the grazing on that part of the 
land which was taken out of the wheat production and put in the land 
bank program ¢ 

Mr. Jones. Yes. 

Now, in our fallow year, of course, we receive no crop whatsoever, 
and I did not mean that by receiving a payment from the land bank 
on ground that otherwise might be fallow, to be getting something 
that we otherwise would not get. That was not the intent in being 
paid for the land bank. 

The value of our acreage is determined on its productive ability 
on an every-other-year basis. Our rainfall is light. We run from 8 
on up to as high as ‘30 inches, as we get into the mountains, the rainfall 
increases. But most of our rainfall is around 12 to 14 inches. We 
have to fallow to store enough moisture to raise a crop. We raise one 
every other year. 

Senator Arken. And you would hope that as soon as the carryover 
of w he sat had been reduced to the proper level, that you could put the 
land back into your regular wheat rotation again? 

Mr. Jones. Yes. 

Senator Atken. That is what we are all w orking toward, I am sure. 

The Caiman. How would you separate your summer fallow land 
that would belong to the land bank, on which you get this payment, 
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from that which you would use to continue the practice of feeding 
livestock? Would you want to fence it off? 

Mr. Jonrs. We feel that the importance of curtailing our produc- 
tion is sufficient that that point is secondary, and that is why we put in 
“no utilization.” If a man wanted to fence, of course, he could, 
under our proposal. 

The Cuarrman. But the “no utilization” would be only on the 
20 percent that you say ought to be set aside for the bank? 

Mr. Jones. Yes. 

The CHatrman. It does not envision all of your land that yo 
lay in fallow? 

Mr. Jongs. No. 

The CuamrmMan. But you would want to maintain your right to 
utilize the land that is not in the land bank for purposes of feeding 
cattle ? 

Mr. Jones. Yes. 

Senator ATKEN. What do you get for feed on that land that is lying 
fallow for a year there? You cannot get much feed. Is it volunteer 
wheat? Or what do they find to eat on it? You certainly could not 
get any grass in 1 year. 

Mr. Jones. There is no feed other than around the fence rows, 
principally. 

Senator ArkeNn. There is not enough to amount to much there ? 

Mr. Jones. No. Itamounts to very little. Of course, the ground is 
plowed or tilled either late in the fall or early in the spring to form « 
dust mulch on top, and that dust mulch is supposed to preserve the 
moisture that has fallen during the winter and store it in the soil for 
the planting next fall for our winter wheat crop. So we are maintain- 
ing or attempting to maintain a dust mulch on top of the ground. 

Weeds that grow there are tilled by a tool such as a rod weeder, that 
is designed to take those weeds off the ground. The fallow end of it 
would not support one head of cattle, say, to 100 acres. 

Senator Aiken. You would not have the problem that they would 
have in taking it out of production in Missouri or eastern Kansas— 

Mr. Jones. No. 

Senator Arken (continuing). Where it would quickly come into 
feed ? 

Mr. Jones. No; we would not. However, we wish to recognize that 
problem and say that if that were a substantial problem, we would be 
willing to go along with the program that controlled the numbers of 
animal units. 

Senator ArkEN. I think under the Secretary’s proposal that he 
would have the authority to require fencing where fencing was needed. 

Mr. Jones. Would he pay for it? 

Senator Arken. That would have to be arranged. 

The CuairmMan. You would have to move that fence every year. 

Proceed, Mr. Jones. an 

Mr. Jones. Our land-bank plan also requests the Government to pay 
costs involved in seeding these grounds down to grasses that were 
required. 

Also in our area, we have certain dry sections in which we are not 
able to establish grasses, or it is very difficult todo so. But our stubble 
and volunteer wheat and a weed called cheat grass that comes into that 
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stubble will protect. it from blowing in those dry areas, and in such 
areas we would like to be able to classify that as land set aside in the 
land bank. but not to receive payment, or not ask payment, for seeding 
ses down on it. iy A 
1e next portion of our program deals with pricing of commodities. 
We have undertaken to deal only with wheat. Our State supports the 
National Wheat Association’s position in principle of a multiple- 
ricing concept. We feel that full parity on 480 million bushels of our 
wheat, which is our present domestic consumption, and has been main- 
tained at approximately that level for a number of years, is a fair re 
turn for that portion of ourcrop. We do not feel that this would in 
anv way effect the price of bread to any great extent, since only > 
cents in a 20-cent loaf of bread is involved in the price of wheat. 

We would like, in our pricing system, to return to the 1910-14 base 
period formerly used under the old system of calculating parity. 
Under this new system, we are receiving a drop of 37 cents per bushel, 
and it does not seem to be a true appraisal of our conditions, when 
every day we are faced with the purchase of labor and goods which 
have increased in some instances over a period of 10 years as much 
as 150 percent. 

Senator Arken. Under that you might have some difficulty with 
the producers of other commodities. You see, the value of all farm 
commodities adds up to 100. 

Mr. Jonrs. Yes. 

Senator Arken. And the parity formula establishes the relation- 
ship of one commodity to another within that 100-percent total. 

Mr. Jones. Yes. 

Senator Arken. Of course, when the parity price of one commod- 
ity is raised, it has the effect of lowering the parity price of one or 
more other commodities, and that is one of our major problems, be- 
cause every commodity grower looks out for his own as well as he can. 

Mr. Jones. Yes. 

Senator Aiken. And most of them do a pretty good job, and that 
is what makes it difficult for the committee. 

Mr. Jones. We are requesting the 1910-14 parity only for wheat. 
We did not mean that all commodities should return to it. 

Senator ArkeNn. Well, they could not—— 

The Cuarrman. The only ones that would benefit from that for- 
mula at the moment would be cotton and wheat. 

Senator ArkEN. And cotton would not benefit too much. 

The Cuarrman. About a cent a pound. 

Senator Arken. About a cent a pound. Wheat would benefit 
somewhat. 

Mr. Jones. Wheat would benefit 37 cents a bushel, which is a very 
sizable sum. , 

Senator Arken. That formula, which had the support of all the 
organizations, did have the effect of reducing the parity price of the 
grains and increasing the parity price of those commodities that were 
still produced by hand labor, more or less. 

The Cuairman. Proceed, Mr. Jones. 

Mr. Jonrs. We also feel that our export market of 270 million 
bushels should be maintained at a price not less than 60 percent ‘of 
old parity. We, of course, would like to see our export market in- 
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creased in wheat. After extensive investigation, we believe that we 
will do well to maintain what we now have. 

The inherent difficulties with any program of dumping wheat on 
the world market, thus raising the animosity of the State Depart- 
ment, we think could be overcome by putting a floor of 60 percent of 
old parity under the price. ove 

Senator Arken. That is about what it is selling for now, is it not, 
on the world market, $1.80 or $1.85, something along in there ¢ 

Mr. Jones. The last wheat sold out of Portland under the Com- 
modity Credit’s price I think was $1.30 per bushel. 

Senator ArkEN. $1.30 4 

Mr. Jones. $1.50. 

Senator ArKEN. For export? 

Mr. Jones. Yes. I think that hit a new low. 

We feel that wheat going into feed should be sold at a value equiva- 
lent to that of corn. I think that has been gone over by prior wit- 
nesses, and I will not elaborate on it. 

The Cuarrman. How would you arrange that? Would you take 
wheat on which you received support, assuming it were fixed at 90 
percent of parity ¢ 

Mr. Jones. We ask for 100 on the domestic market. 

The CuarrmMan. Yes. That is the domestic? 

Mr. Jongs. Yes. 

The CuarrMan. Now, your plan envisions 100 percent of parity on 
that part of your crop which is consumed domestically ? 

Mr. Jongs. Yes. 

The Cuarrman. And the rest of it is to be sold possibly abroad with 
a floor of 60 percent ? 

Mr. Jones. Yes. 

The CHatrman. And with the further understanding that wheat 
that is not consumed domestically could be sold as feed, provided you 
get an equivalent to what other feeds are obtaining ¢ 

Mr. Jones. Yes. We understood that the corn man has been long 
concerned with a two-price system because he feared that cheap wheat 
might cut into his market, and we do not wish to alarm him over 
that. We would just like to tie our wheat to that price of corn, what- 
ever it may be. 

Now we are producing barley. Cotton acreage, I imagine, that is 
diverted, is producing sorghum, and oats is up. 

The CuarrmMan. Soybeans. 

Mr. Jones. And soybeans. All of those grains are competing with 
the corn men. Under our program, we would go back to the 1952-53 
base and curtail the production of wheat and the rest of the feed 
grains to short the market 500 million bushels. 

The Cuatrman. In order to induce the farmers to enter into such 
programs on all grains, would you support all grains at a certain level ! 

Mr. Jonrs. Yes. 

The Cuatrrman. What would that level be? 

Mr. Jonrs. Well, we have not attempted to price grains other than 
wheat. We feel that should be up to the producers of those grains, 
to make their suggestions along that line. 

My personal opinion on it would be that they should be supported 
at 100 percent of whatever their parity might be. 
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The CuarrmMan. On all grains that they produce? 

Mr. Jones. Yes. 

The CuarrMAn. Proceed. 

Senator ArkEN. You are not, however, advocating just the same 
multiple-price sy stem as other witnesses have done, and which is sup- 
ported by the National Grange, are you ? 

Mr. Jones. These are the variations that I mentioned. 

Senator AIKEN. The same ones? 

Mr. Jongs. I beg your pardon ? 

Senator Arken. Would not Oregon and Washington get the short 
end of that deal ¢ 

Mr. Jones. We certainly did not intend to. 

Senator ArkeN. No. I know. But we will say this: Suppose 

a grower in North Dakota raises 1,000 bushels and he sells that 1,000 
bushels of hard spring wheat at—well, they have been getting what 
price? Around $2.15 a bushel / Call it $2.10 to figure easier. He 
would get $2,100 for that. Now, i would be entitled to full parity on 
550 bushels, roughly. 

Mr. JONES. How many bushels did you start with ? 

Senator A1kEeN. 1,000 bushels. 

Mr. Jones. Yes. 

Senator ArkeN. He would be entitled to full parity on 550 bushels. 
Then we will say that the average price of wheat was $1.70. Call 
parity $2 for figuring here. The average selling price for the whole 
country is $1.70. 1 think that will be fairly liberal, with parity at $2. 
That means that the quota producer would get 30 cents a bushel more. 
That would give him another $300. 

Let me see. No. He would get 30 cents a bushel more on his 550 


bus hels. That would be $165, would it not? And he would get 
1.265. 


Now, if an Oregon grower or W ashington grower had 1,000 bushels 
and he sold it all for $1.70, he would get $2 a bushel for 550 bushels, 
which would be $1, 100, and then he eke get $1.70 a bushel for 
450 bushels. That would be roughly $700. For 1,000 bushels of 
wheat he would get $1,800, and your Dakota or Kansas or Nebraska 
producer would get $2,265. There would be $400 or $500 difference 
Pha 

Mr. Jones. We have that difference now, Senator. Of course, it 
costs us approximately $1 a hundred pounds to get wheat from the 
State of Washington, say, to the Atlantic seabo: rd here. And in the 
price-support system those differences are taken into account, not to 
that degree, but we are receiving less, of course, than your South 
Dakota grower. 

Senator Aiken. You are getting less now ? 

Mr. Jones. Yes. And under our program, on our rate of raising 
wheat, we w ould get approximately $1.90 a bushel for the average 
bushel that we sold which, of course, is considerably better than we 
are doing now or are faced with doing. 

So, also, we are recommending that we go back to the 1910-14 parity. 
I believe you were using new parity figures there, were you not, 
present-day ones? 

Senator Arken. I was using parity figures picked out of the air. 
The old parity figure was $2.50. 
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Mr. Jones. Yes; that is right. 

The CuairMan. Proceed. 

Mr. Jones. The present program of disposing of our surpluses, we 
feel, has some very good points in it. We like such things as selling 
grains to needy families in the United States, and for school lunches, 
and programs of that type. We feel that our export market should 
continue to be pushed as it has been. But we feel that this surplus 
has to be reduced much more rapidly than programs of that type 
are going to do. And it was for that reason that we called for the 
removal of this 500 million bushels from our surplus of stored corn, 
wheat, and other feed grains to go into the market each year 

A 20-percent reduction, according to our calculations, should leave 
us short this amount of grain, thereby removing these surpluses with- 
out depressing the feed market. 

I noticed quite a bit of comment about Senator Young’s support 
of a program of putting surplus grains on the feed market, thus 
depressing the price. Under our program the feed market would be 
short this amount of wheat that we are proposing to remove from the 
surplus, and the price could be controlled by the agency putting it on 
the market. They could regulate that in any level they chose up to 
what the support market was. 

I would like to emphasize that point again, because I have not seen 
any program proposed before which would not, when they attempted 
to bring surpluses on the market, result in depressing the prices in 
the market. 

Our program, you will notice, calls for a percentage reduction that 
will leave the market short this 500 million bushels each year. And 
we feel that by shoving this grain into our own economy, we tend to 

build wp our country r: rather than putting it abroad at sale prices to 
build up other countries. 

We have even seen a statement that we should sell behind the Tron 
Curtain. We feel that rather than to accumulate storage charges, 
interest costs, and depreciation on the taxpayer, or sacrifice this grain 
to some Iron Curtain countries, that it should be used to build up 
our own country. 

We also believe that these surplus grains could not be moved into 
the world market in excess of present quantities that are being moved 
without disrupting world markets, with accompanying difficulties 
with our State Department. Therefore, if we are going to solve our 
surplus problem, we cannot go heavier in export sales than we are 
already going without a disruption of our relations with certain other 
countries, such as Australia, whose economy is tied largely to wheat 
and wool, or even our Canadian neighbor, whose economy is tied to 
wheat and lumber. 

But under our program, we are not advocating or not requiring— 
we hope, of course, our foreign market will develop, but 270 million 
bushels a year going into the foreign market will establish our posi- 
tion so that this 500 million bushels will be moved out of surplus into 
our own economy without disruption of the foreign-trade situation. 

The moneys received from the sale of these grains to our own 
farmers would be put into a fund to pay the costs of the land-bank 
program. One and one-half billion bushels of feed grains we feel 
must be moved over a period of the next few years to get us out from 
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under this surplus situation, and the moneys from the sale of these, 
we can see no better place for them to go than to go to pay the costs 
of the land bank. In our program, we have tried to minimize the cost 
to the Government. 

Now, if these accumulated storage charges, interest costs, and depre- 
ciation will eventually upset the cost of our stored surpluses, anyway, 
we feel that by getting rid of them and turning this money back to 
pay for the soil bank will be a long step in the solution of our surplus 
problem. . : 

We also do not feel that this or any other plan will operate satis- 
factorily if a limitation is placed on payments to the farmers for 
acres diverted to the land bank or paid or loaned under a price-support 
system. I realize that there is a great deal of popularity going 
along with some plan to limit the payments to our large operators. 
It seems to be popular even with some farmers to limit these payments. 

lt is perfectly obvious that they want the payment just large 
enough that it will not hurt them any, and as I go on up to the large- 
scale farmers, they want it a little higher. But any program that 
is going to put a limitation on these payments I think will wreck the 
program, because it will mean that the large operator is out of the 
program, and if we are attempting to curtail our production and the 
large operator is not in the program, I feel that any program is doomed 
to failure. 

In the western area that I come from, all the limitations that I 
have heard of I think would knock out maybe 90 percent of the 
farmers from compliance. As we get away from our centers of popu- 
lation, we require larger and larger acreages to make a living on. 
A man in the Midwest can make a living on a small acreage, but as 
he gets out West, our freight rates increase; the farm has to be larger 
or the farmer cannot operate it economically or compete against that 
freight rate that the Midwest farmer has an advantage on. 

Consequently, as you go into the West, you get into 1,000- and 5,000- 
and 10,000-acre farms which, of course, could not qualify for price 
supports or land-bank payments under some of the proposed limita- 
tions. The West would largely be required or would be forced out 
of compliance under any program of this sort. 

Other large operators in the midwest or in any section of the country 
would likewise be forced out of the program, and we feel that the 
family-sized farm that we are trying to protect would actually be 
injured by limiting the size of the payment that can be made under a 
program. 

Senator Arken. What percentage of the Washington-Oregon crop 
is shipped from east and gulf coast ports, and what pecentage from 
the Pacific coast ? 

Mr. Jones. Very little wheat has moved out of the Northwest, East, 
or into the gulf since the percentage freight rate increases following 
the last war went into effect. 

Senator Arken. It is prohibitive, really ? 

Mr. Jones. It is prohibitive. 

Senator Arken. You either feed it or ship from the west coast 4 

Mr. Jonzs. That is right. We feel that the percentage increases in 
freight rates have been unfair to the western section of the country, 
where the rates were relatively high to begin with. And then when 
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you put an increase on top of them, we are priced out of our eastern 
markets. 

The figures and statistics we used in this program, we are indebted 
for to Karl Hobson, of the Extension Service at Washington State 
College. That concludes my testimony, Senator. 

The Cuarrman. I notice here that you provide for not less than 
55 million acres in wheat 

Mr. Jongs. Yes, 

The Cuarrman. You are providing for 20 percent of the acreage 
that is now planted in grain to be set aside ¢ 

Mr. Jonrs. Not now; 1952-53. 

The Cuarmman. Yes. But I say, that is what your plan is? 

Mr. Jones. Yes. 

The Cuatrman. Now, you also state that of the amount of land 
that is planted to grain, not less than 55 million acres would be de- 
voted to wheat? 

Mr. Jones. Yes, sir. 

The CuHatrMan. Now, what about the other grain? Who deter- 
mines how much oats is to be planted and how much barley ? 

Mr. Jonrs. We do not want any oats. 

The Cuatrman. We have got to draft a law for the entire country, 
you understand, and not for Oregon and Washington. 

Mr. Jones. Yes. 

The Cuarrman. We would like to know what suggestions you have 
to make with respect to that phase of our proposal. 

Mr. Jones. If I follow your question right, Senator, this 55 million 
acres was the figure that we put in because that is the figure 

The Cuatmrman. That is for the entire country ? 

Mr. Jones. Yes; that is the figure we are now operating under. 

The Cuarrman. Yes. Now, would that be done arbitrarily or by 
vote of the farmers, or just how would the apportionment of the 80 
percent of the grain land be planted to the various grain crops that 
are usually planted in the country ? 

Mr. Jongs. Well, now, if we go back to the base period we are 
going to figure from, in the case of wheat, it would be 78 million acres 
that were in production at that time. We would take 20 percent of 

that figure, which I believe would be 64 million, approximately, or 
66 million, and plant that to wheat. Wait a minute. Excuse me. 
80 percent of it. And 20 percent 

The Caatrman. That would make a good deal more than the 55 
million minimum that you have mentioned ? 

Mr. Jones. Yes. That is why we have said “minimum.” We have 
seen sO many proposals to knock off as much as 20 percent of this 55 
million that we wanted to get in our program, but we felt that no 
matter what else happened, we could not survive if our allotment was 
put down below this 55 million figure. 

Senator Arxen. If you took 10 million acres out of that 55 million 
and put it in the soil bank, and got paid for it, you could do that; 
could you not? 

Mr. Jones. We are opposed to that, Senator. 

Senator Arken. You are opposed to it? 

Mr. Jones. Yes; we are opposed to it. We do not think that is « 
healthy situation to single out one crop such as wheat and ask them 
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to shoulder the burden or bribe them by soil-bank payments to 
shoulder the burden. 

Senator ArkEN. You have got wheat, corn, rice, and cotton. 

The CHatrMan. You do not mean “bribe.” You mean just “in- 
duce,” do you not‘ 

Mr. Jones. Yes; I guess so. 

This 55 million acre figure might be confusing in that we wish to 
raise more than that. Under our program, we would have an increase 
above this 55 million, because the 55 million actually represents a 
25-percent cut. But we think that the balance that does not go into 
the soil bank ought to be able to go into the crop that they were 

lanting in 1952 and 1953 under the allotment program. 

Now, if they wish to shift into another crop, they are welcome. 

The Cuatrman. When you say “other crop,” you mean other grain ¢ 

Mr. Jones. Yes; other grain. They are welcome to do so, but they 
would forego the base for that crop they shift out of. For ex: umple, 
if I understood your former question correctly, if I wanted to raise 
naa under this program on that 80 percent, I could do so, but I 
would lose my wheat base, and because wheat is a more efficient grain 
for me to produce than barley, I will not shift into that barley. But 
should some pricing situation arise that would require a shift, under 
our program we would permit them to shift. 

Senator Arken. But if you shift into nothing at all, or soil-con- 
servation crops, if you are able to do so, you would not lose your base / 

Mr. Jones. No. But we do not feel that wheat, for example, 
should be cut, I believe it is some 50 percent under the administra- 
tion’s proposal. We think that that has gotten our economic position 
of wheat clear out of balance. We like to produce wheat for use, and 
not for storage, and we do not like to lay out our ground. We are 
producers. That is what we want to do. 

Senator Arken. How are you ever going to reduce the carryover 
if we continue to produce the full 55 million acres each year, with a 
constantly increasing production per acre ? 

The Cuairman. But just a minute, now. Under his plan, you 
would cut only 20 percent of the 78 million? 

Mr. Jonrs. That is correct, Senator. 

The Cuatrman. So it would be more than 55 million ? 

Mr. Jones. It would be more than 55 million. 

The Cuatrman. What he does there is to put a floor in the number 
of acres you plant. That is why I was developing the point. 

Senator AIkEN. You would get into corn trouble, or something. 

Mr. Jones. Yes; we possibly would get into corn trouble, but we 
feel that we are entitled to a share of the feed market. That is where 
the wheat would go. It would go into the feed market. 

The Cuamman. That part which was used by the wheat producers 
in the feed market would be on a basis of what corn sells for or other 
grains ? 

Mr. Jones. Yes. 

The CuHamrman. You would ask for a support of not less than 60 
percent on that? 

Mr. Jones. Yes. We wish to not alarm the corn producers over 
that, but we feel that we have—— 

The CHarrman. You would not be surprised if they might be 
alarmed, though ? 
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Mr. Jones. We feel that we have an historic wheat feed market 
that we are not participating in at the present time. 

The Cuarmman. Now, you are speaking primarily of the situation 
in the Northwest; are you not? 

Mr. Jones. Yes. 

The CuarrmMan. I am very sympathetic with your situation, in that 
1 was told when I was out there that you could not use your wheat 
for chicken feed, let us say, or poultry feed. On the contrary, you 
had to go to Iowa for the corn, Senator Hickenlooper’s State here, 
and bring that corn over the mountains at a terrific cost, and when it 
got there, it had cost you much more than the wheat that you grow 
on your own farm ? 

Mr. Jonrs. No, it does not cost us more, Senator. 

The Cyamman. As much? 

Mr. Jones. Less. 

The CHarrman. You mean the corn ? 

Mr. Jones. Yes. 

The CuammMAn. You mean the supported corn ? 

Mr. Jones. Yes. That is what we are objecting to, Senator. This 
corn that we are feeding out there—and millions of bushels are com- 
ing into the Northwest all the time—is corn that has been declared— 
I am searching for the word. It is not “spoiled”—there is some other 
term that the “Agriculture Department uses. It is declared unfit, ap- 
parently, for its intended uses. It is corn that has gone under the 
Government loan support. 

The CuarrmMan. Yes. But it is sold at a big discount? 

Mr. Jones. It is sold at a terrific discount and moved out there into 
what was formerly our wheat consuming area, and sold under wheat 
or barley, so that it is utilized in the Northwest. 

The Cuairman,. But the question I was asking you is this. Sup- 
pose you got corn, supported corn—not the id yom described just 
now, but the supported corn 

Mr. Jones. Yes. 

The CHarrman. Suppose you took corn from Iowa that is under 
the loan. 

Mr. Jongs. Yes. What is that? $1.58, Senator? 

The Cuarrman. I do not remember what it is. 

Senator Arken. $1.58, support. 

The CHarrMan. Now, if you add to that your handling charge, your 
freight, and what have you, would not that corn cost you just as much 
as the support price of your wheat in the Northwest ? 

Mr. Jonrs. Oh, much more, Senator. I think it would be in the 
neighborhood of $2.50. 

The Cuarrman. That is what I was trying to point out a while ago. 
That is why I suggested that some way ought to be worked out whereby 
farmers of the Northwest could be per mitted to use some of this wheat 
they grow. 

Mr. Jones. Yes. We strongly feel that, Senator. We used to feed 
as much as 500 million bushels of wheat a year; now none, or prac- 
tically none. 

The Cuarrman. I wonder if you could suggest to us a plan whereby 
that could be done ? 

Mr. Jones. Yes, Senator. I believe, under this two-price system, 
it would accomplish that. 
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The CuarmMan. But suppose we cannot put that through. Can you 
suggest any other? You know, the a is a lot of opposition to the two- 
price system. As a matter of fact, I do not know how the committee 
stands on it, but I do know that we might have some difficulty in 
getting it over. 
~ Mr. Jones. I understand that—excuse me. 

The CuatrmMan. What I would like to do—and I am sure that other 
members of this committee would join in—is to find some way whereby 
your farmers in the Northwest could use some of this wheat that they 
grow for feed purposes, provided the wheat were grown and fed and 
—— in the locality where it is grown. 

Mr. Jones. Yes; that is what we are attempting to do with two- 
pricing. Now, if two-pricing will not go, the only other way that I 
might suggest that wheat be brought out under, say, a 90-percent 
support, would be by arbitrary legislation that so m: uny million heuhels 
of wheat should be brought out at an established price for feed pur- 
poses. That has been \ done in the past. 

We did not like 

The CHAIRMAN. Iy was simply asking for an alternative in the event 
that the proposals you are now giving us meet with a little opposition. 

Mr. Jones. I can very clearly see how they might meet with oppo- 
sition, because wheat men have shouldered the majority of the burden 
of attempting to reduce surpluses, and when other segments of the 
economy are asked to join with them on an equal basis and participate 
in shouldering a portion of this problem of reducing our surpluses, I 
can see why they might object. But I feel that they should be required 
todoso. I feel that it is only justice. 

Senator Arken. Doesn’t corn cost you $1.75 or more a bushel now 
in Washington State? You cannot buy any corn for less than $1.75 
to $2, can you, right now ? 

Mr. Jones. I do not know for certain, because I have not bought 
any—— 

Senator ArkeNn. It must be that. 

Mr. Jonxs. I believe that the price is something in the neighborhood 
of $50 a ton now. I am not certain of that figure, but I believe that 
is pretty close. 

Senator ATKEN. $50 a ton. 

However, did I understand you to say that the last wheat sold out 
there brought $1.30 a bushel? 

Mr. Jones. Yes. That was export wheat. 

Senator Arken. What do vou mean by that? Why would you sell 
wheat for $1.30 a bushel that is supported at $2.06 ? 

Mr. Jones. The Commodity Credit sold it for shipment abroad. 

Senator Arken. I see. 

The Cuarrman. At a loss. 

Senator Arken. The natives could not buy it for $1.30? 

Mr. Jonzs. No. 

Our support price this year brought us approximately $1.90. Next 
year it will be approxim: itely $1.65, and will continue down to $1.41, 
which means bankruptcy for every tenant and a good many of the 
landlords, because it costs us in the neighborhood of $1.50 to $1.75 
a bushel to raise wheat. 

Senator ArkeN. You are in one of the high-cost areas? 
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Mr. Jones. Well, I do not think so. I noticed a study by the 
University of Illinois the other day that indicated $1.99 for the cost 
of producing wheat in Illinois. I do not know whether that is true 
or not. 

Senator ArKEN. $1.99? 

Mr. Jones. Yes. 

Senator ArkEeN. Well, that is the highest I have heard. Last yea 
I think $1.49 was the highest price in the country, and I am not sure 
whether it was in the upper Great Plains or where it was. But that 
is the highest figure I have heard. I think they figure the operator’s 
salary on an annual wage, do they not? 

Mr. Jones. $300 a month in those figures, Senator. 

Seuator Aiken. Not on an hourly basis? 

Mr. Jones. Yes. 

Senator Arken. Of course, you have probably heard of the study 
in New York State which showed that the wheat grower got more 
per hour for his time than any type of farmer. 

Mr. Joners. I was not aware of that, Senator. 

One of the figures I am using said $1.63 a bushel was the last study 
made in the State of Oregon, in 1953. That was the figure they came 
up with, and they were using an appr aisal on the land of 5 percent, 
and they were paying the operator $300 a month under that program 
to arrive at their $1.63 a bushel as the cost of his production. 

Senator Arken. That might be about right. 

The Cuamman. Thank you, Mr. Jones, if there are no further 
questions. 

Mr. Jones. Thank you, Senator. 

The Cuatrman. Allright. Now we gotorice. That has been giving 
us trouble. 

All right, Mr. Blair. Come up and give us your name in full for 
the record, and your occupation. 


STATEMENT OF GEORGE B. BLAIR, GENERAL MANAGER, AMERICAN 
RICE GROWERS COOPERATIVE ASSOCIATION, LAKE CHARLES, 
LA., AND CHAIRMAN, RICE PROGRAM DEVELOPMENT COM- 
MITTEE 


Mr. Buatr. My name is George B. Blair. I am general manager of 
the American Rice Growers Cooperative Associ: ition, Lake Charles, 
La. 

I appear before you today, however, as chairman of the Rice Pro- 
gram Development Committee. This committee was set up to develop 
a proposed farm program for the rice industry. Its members are 
industry leaders, both producers and processors, from the five major 
rice- produci ing States and represent substantially all of the organized 
efforts in the United States rice industry. The members of the com- 
mittee are present here today. There are 12 members of the committee 
and myself, Mr. Chairman. 

The Cuarrman. How much of the rice production do you represent, 
Mr. Blair? 

Mr. Bratr. About 99.5 percent of it in those 5 States. 

The CHarrmMan. 99.5 percent. 
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Mr. Buarre. There are some 7,300 acres in other minor States, com- 
pared with 1,640,000 in these 5 States. 

The Cuarrman. Is there very much opposition among the rice- 
growers, then, to your proposal’ Just this half percent ? 

Mr. Buarr. Senator, | know of no opposition, and all the five States, 
so far as I know, are in agreement. 

The CuarrmMan. That was what I thought was the case after listen- 
ing to all of the witnesses from Arkansas and Louisiana, as well as 
California. 

Mr. Buarr. It would be a milestone in our industry if we were all in 
agreement on something. 

The Cuarmman. But that was with respect to proposals? 

Mr. Buarr. Yes. 

The Cuarrman. I think they were in agreement on a two-price sys- 
tem, except as to details. 

Mr. Buarr. Yes, sir; administrative details. 

The Cuatrrman. And I understand that you folks have gotten to- 
gether and ironed that out, too? 

Mr. Buatr. Pretty well. We are almost through with it. 

The Cuarran. All right. 

Senator Aiken. Are you in agreement with the producers of other 
grains, too ¢ 

Mr. Briar. Senator, I believe that we are fortunate enough in the 

‘ase of rice not to be in a competitive position with other grains; where 
we step on the toes of anybody. 

Senator Aiken. You have got things all fixed up right with the 
corngrowers ¢ 

Mr. Brat. So far as I know. There may be some differences yet in 
the brewers’ market. We have to iron that out next Monday, when 
there will be a meeting with them present. 

Senator Arken. There will be a meeting with them again, then? 

Mr. Buarr. Yes. 

Senator Arken. They came and saw me, and they believed that you 
should have some historic division of the brewers’ market. 

Mr. Buair. Sir, I am not at all sure yet what they wanted in their 
discussions. I think it would be pertinent to point out, though, that 
the disagreement is not with the corn producers or the corn industry, 
but with some 125 corn grits processors in the United States, who 
feel that maybe the competitive situation is getting a little too fierce. 

Senator Arken. I see. 

You are the fellow who told them that you were going to get all you 
could of their market ? 

Mr. Buatr. No; I did not tell them that. 

Senator Arken. Some other fellow told them that. 

The Cuarrman. Proceed, Mr. Blair. 

Senator Arken. Competition still exists, anyway. That is good. 

The Cuamman. Proceed. 

Mr. Buatr. I believe it will not be necessary to go into all of the 
background of our present problems and statistical statements con- 
cerning the present situation. ‘These items haye been presented to 
the committees of Congress, in detail, on a number of occasions. I 
would refer you to pr inted records of the hearings before the Sub- 
committee on Rice of the Committee on Agriculture, House of Rep- 
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resentatives, 84th Congress, Ist session, held on February 4 and March 
15, 1955; to the hearings before a subcommittee of the Senate Com- ‘ 
mittee on Agriculture and For estry, 84th Congress, Ist session, held 
on May 23, 24, 25 and 26, 1955; and to testimony before this Senate 
Committee on Agriculture and Forestry in Fort Worth, Tex., on 
November 5, 1955, and Alexandria, La., on November 9 and 10, 1955. 

I think it is sufficient to point out that the United States rice in- 
dustry, including producers, drying and storage operations, pro- 
cessors, suppliers and related interests are geared to a production 
level of about twice what the domestic market can be expected to 
absorb. We are equipped to produce and for the 4 years ending in 
1055, on the average have moved into the export market about 5 
percent of our production. 

Economically, we can no more afford to cut our production by half 
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and lower our prices by 15 to 17 percent or more than General Motors i 
or any big corporation could afford to do that same thing. Yet that ‘ 
is about the present situation under the present farm program. 4 

In the 1854-55 crop year we planted 2,462,000 acres of rice in the % 


United States. The second crop year after this the supply situation, 
as published in the Federal Register of January 5, 1956, indicates a 
need for a planted acreage of 963,302 acres—a cut of 62 percent in 
the second crop year after our large year. 

This has also come about only 26 months after export controls 
were lifted from the United States rice industry. 

It was to meet this kind of a catastrophic situation that the industry 
group was formed. The purpose was to develop, if possible, recom- 
mendations to Congress for a farm program for rice which would 
allow economical use of the production plant which is the United 
States rice industry, allow us to retain our export markets for rice— 
experience in other commodities demonstrates, Senator, that if export 
markets are lost they are difficult or impossible to regain—relieve the 
financial burden of the United States Government’s accumulations 
of surplus stocks, move rice into domestic consumer markets at a fair 
price, give as much flexibility in operations and freedom of choice 
to the ‘farmer as possible and at the same time meet the objections 
raised in some quarters to unlimited production and disposal opera 
tions which might seriously affect our foreign economic or politica 
commitments, 

As you can see, it was a difficult problem we set out to resolve. 

We believe we have reached unanimous agreement on the broad 4 
principles. As to the final details, there is still some disagreement. 7 
But we believe that this group, all of whom are here to work and not 
just for an appearance before this committee, will within the next 
24 to 48 hours be in agreement on the details of the program that 
we are suggesting. 

In broad outline, the plan is based on the principle that the United 
States rice producer is entitled to a fair share of the world market. 

It is generally recognized that with the potential of a rapidly in- 
creasing population in rice consuming areas and with the current re- 
adjustment that is taking place in world rice prices there is a depend- 
able market for United States rice in nid trade provided that 
such rice can compete on a price basis in those portions of the world 
market which are accessible and adapted to our production. 
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It would appear obvious also that the outlook for world trade in 
rice depends, in great part, on the future price relationship between 
rice and other cereals. Much of the recent shift toward the consump- 
tion of cereals other than rice seems to be explained by conditions of 
supply and relative prices rather than a change in diet preference of 
large masses of the world’s populs ation. 

U Inder existing legislation rice producers have suffered drastic re- 
ductions in acreage and in the support price level. It would appear 
that if the U nited States producer is unable to compete pricewise on 
the world market for volume exports the rice industry faces continued 
acreage reduction ultimately resulting in a situation which will render 
rice produc tion uneconomical for the majority of rice producers. 

[In order to avoid such a critical condition the following plan is 
proposed : 

Rice would continue to be treated as a basic commodity as defined 
under existing law. 

A national acreage allotment, within a minimum and a maximum 
acreage limitation, would be determined each year by the Secretary 
of Agriculture based on his calculations as to normal supply. The 
maximum limitation is being suggested in order to comply with what 
we believe will be the feeling as to foreign policy considerations of this 
Nation. 

3. A “primary marketing quota” would be determined each year by 
the Secretary of Agriculture to include that rice consumed in the do- 
mestic market, the Territories, Puerto Rico, and Cuba. 

!. Support, available through Commodity Stabilization Service, 
would be determined each year by the Secretary of Agriculture at a 
level which will not impair movement into export markets but at not 
less than the disaster level of 50 percent of parity, giving due consid- 
eration to discounts for lower grades and premiums for higher grades 
which are quality factors. 

Rice moving into the primary market would obtain a price of 
not less than 90 percent of parity through the use of pegutiable cer- 
tificates issued to producers for a fixed amount representing the dif- 
ference between the support level determined by the Secretary and not 
less than 90 percent of parity. 

6. Every first seller of milled rice into the primary market and 
every importer of rice would be required to purchase certificates from 
the United States Treasury, equivalent to the converted value of the 
rough rice certificates, on all sales or imports. 

The rough rice equivalent would be determined by national his- 
torical mill yield averages. The cost of these certificates would be 
the converted value of the certificates issued to the producers. Cer- 
tificates would be made available by the United States Treasury for 
all domestic sales which any seller can make on a competitive basis in 
— domestic market. 

Stiff penalties, both civil and/or criminal, would be imposed 
on qetebies and first sellers or importers for violation of the regula- 
tions. 

8. Supplies of rice in Commodity Credit Corporation hands should 
be placed in a strategic reserve on a principle similar to the com- 
modity set-aside provided by existing statutes. 
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Provision would have to be made to take care of inventories in 
sigan hands or in commercial channels at the effective date of 
the act. 

10. Nothing proposed in this program, we believe, is incompatible 
with existing or proposed legislation. 

11. We would like this to be effective for the 1956 crop of rice and 
have been assured that this problem can be worked out administra- 
tively. 

Even though acreage allotments have already been er into effect 
and marketing quotas are to be voted on this week, I believe 

The Cuarman. Would the present acreage allotments be in any 
manner changed ? 

Mr. Buatr. Those are some of the details. For this year, Senator, 
I would assume they would remain the same. 

The Carman. They would have to remain the same. 

Mr. Buarr. Yes; we are too far along to do anything about that. 

The Cuatrman. You could not change that. On those acres what 
would the farmer be paid ? 

Mr. Buatr. That would be one of the administrative details that we 
have to work out. It would be determined by—if this legislation went 
into effect—what the two levels of parity were and it might be that 
he could be given an alternative of either the 75 percent, which is the 
level supported at this year, or of coming under the other. 

But those again—I do not want to evade your question— but those 
are some details on which we have not crystalized our recommenda- 
tions yet. 

The Cuatrman. In other words, since the farmer has already voted 
the quotas and the support price has been fixed at 75 percent, he cer- 

tainly could not be obliged to come under the new program unless he 
chose to and unless, of course, it brings in more than the 75 percent 
would. 

Am I right in that ? 

Mr. Buatr. Well, I would have two answers. 

First, that might be true and probably would be true; but, secondly, 
I think it is the feeling of all of us on the committee who have been, 
certainly within the }: ast month, in very close touch with our peop? 
that if they want this kind of a program they want it as soon as t 
can get it. And if we can get it into effect this year we will get it into 
effect this year. 

The Cuarrman. What I had in mind is as to those who might refuse. 

Mr. Buarr. Yes. 

The Cuatrman. I can well understand 

Mr. Buatr. There might be that problem. 

The Cuarrman. You say you want to set aside the rice that we now 
have on hand. Of course, as you know rice deteriorates quite quickly, 
that is, especially when it is milled. 

What would you do with that? Have you got any provisions in 
there to permit the Government to sell it and dispose of it and not keep 
on hand and maybe pay storage charges and other charges? 

Mr. Bram. That is a very critical “problem. In fact, it is at the 
heart of the trouble in this proposal, because it must be taken care 
of or it will wreck any program that might come up. 

There are several ways. Again, it is one of those details on which 
we have not finally come to agreement. It might be deemed in the 
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interest of the United States, in the present critical world situation 
and knowing that a few years ago the Government was taking from 
40 to 80 percent of the United States rice production for its own 1 needs, 
that it has only been 26 months since export controls went off—the 
last of the crops to go off—it might well be deemed in the interest of 
the United States Government to maintain some kind of a reserve. 

On the other hand, it might be that we should continue a program 
of moving it into world mar rkets, at any available opportunity so long 
as we don’t interfere with our normal marketing procedures or re- 
quirements. 

The Cuatrman. I realize that, but the point that I am raising is 
whether or not this rice would keep. 

In other words, if you lock it up and do not permit the Government 
to sell it, why the weevils might take care of it. 

Mr. Buatr. Yes. I believe, Senator, it is my information and I am 
serving on CCC’s advisory committee, that they are having very little 
trouble with maintaining the quality of this rice. Probably a fraction 
of 1 percent that has gone out of condition in the 2 years that they 
have had some of it in storage. 

The Cuarrman. That is 2 years. If you take and leave it in there 
2 more years something may happen to it. 

Mr. Buarr. We haven’t had that experience so we don’t know what 
the answer might be on that. 

The CuatrmMan. I imagine that is one of the things that may have 
to be worked out. It would be possible to have some gadget in the 
law so that the Government could make an exchange of fresh rice for 
the old. 

So you folks might consider that, too. 

Mr. Buair. I want to say that we recognize it as a very serious 
problem. I am sure that no member of the committee is going to 
suggest that CCC acquire it and hold onto it forever with no plans 
for disposing of it or trying to take care of it and that sort of thing. 

The CuHatrmMan,. It may be we could hold rice for some time but let it 
be exchanged for fresh rice. 

Mr. Buatr. Yes. 

The Cuarrman, Replenish it. I would suggest that your commit- 
tee get together and try to work that out. 

Mr. Buatr. We will do that. 

The Cuatrman. That is one thing that may act as a deterrent to 
some of the folks going : along with you. 

Mr. Buatr. Yes, sir; we shall certainly do th: at, and soon. 

The Cuatrman. In respect to the amount of rice to be planted each 
year, I notice you have a minimum and maximum. 

Mr. Buatr. Yes, sir. 

The Crareaan. How does the minimum compare with what you 
now are planting ? 

Mr. Buiarr. The minimum figure, again, is a point that we have not 
decided, but somewhere around what we are authorized to plant this 
year. 

The CHatrman. As a minimum? 

Mr. Buatr. As a minimum. 

The CuHamrman. What would be your maximum ? 

Mr. Buatr. That is another figure. If I had to give a personal 
opinion now, not speaking for the committee, USDA in House Docu- 
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ment 100, a study prepared for Congress, said, under this kind of a 
program we should be able to sell the production from 2,359,000 
acres. 

This year in the findings with res spect to normal supply and acreage 
allotments published in the January 5 Federal Register, the USDA 
determined the normal supply of rice to be approximately 56 million 
hundredweight, which, at 2,400 pounds per acre, represents a produc- 
tion from 2,333,000 acres. 

Senator HickenLoorer. What are those figures again ? 

The Cuamman. You mean bushels? Will you repeat that ? 

Mr. Buarr. 56 million hundredweight was determined as the normal 
supply, for the crop year beginning August 1, 1956. Based on ap- 
proximately average production, that figures about 2,333,000 acres. 

The CnHarrman. How does your maximum campare with the most 
acreage that was ever planted to rice in this country 

Mr. Buair. Slightly below. 

The Cuairman. Slightly below? 

Mr. Buatr. Yes. 

The Cuarmman. All right. 

You have other witnesses? 

Mr. Buatr. Yes, sir. 

The CHairman. Any questions, Senator? 

Senator HickEeN Looper. I would like to clear this up with Mr. Blair: 

Your item 5: 
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Rice moving into the primary market would obtain a price of not less than 
90 percent of parity with the use of negotiable certificates issued to producers 

for a fixed amount representing the difference between the support level deter- 
mined by the Secretary and not less than 90 percent of parity. 

That is in the nature of the production payment program. 

In other words, do you expect this normal supply, or the calculated 
normal supply of rice to move into the market freely and seek its own 
level of price? 

Mr. Buatr. Yes. 

Senator HickeN oorer. And then supplement the difference be- 
tween the market price and 90 percent of parity ? 

Mr. Buatr. We would anticipate that tthe Secretary of Agriculture 
would determine what quantity of rice could move at a certain level 
of parity, all of the rice, not just one portion of it, but all of the rice 
produced under acreage allotment, or how many acres it would take 
to produce an amount of rice that could move at a certain level of 
parity. 

At that point, determined by the Secretary, all of the rice would be : 
supported. On that portion of production which moved in the do- : 
mestic market, a certificate would be issued to the producer, a nego- 
tiable certificate, entitling him to the difference between whatever 
level was determined by the Secretary and whatever was determined 
as the top level for the domestic market. 

Does that answer your question sir? 

Senator HickenLoorer. Yes. 

The Cuamman. I heard you state a moment ago that a person who 
buys this rice would have to obtain a certificate. That is for what 
is used domestically ? 

Mr. Buarr. Yes. 
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Che CHarmman. Both produced domestically and what may be im- 
ported. Did I understand you to say that? 

Mr. Brarr. Assuming we have importers who want to bring it into 
the domestic market. 

The Cuairman. Well, now, suppose you do have importers coming 
in with it, do you envision that the dealer could buy it much cheaper 
than that ‘locally + ed? 

Mr. Briar. No; I don’t envision that he could. But since there 
might be that possibility, we took care to include them in our sug- 
gest ion. 

The Carman. Why put him in there? Why should you permit 
the person who buys the rice from an importer to use it domestically ? 
Why do you not let the importer take a chance upon the world mar ket, 
the same as the extra rice / 

Mr. Buair. We were referring there to the rice which someone might 
bring in from some foreign country into the United States and if he 
was not required to pay the same kind of a charge or purchase the same 
kind of a certificate that a domestic processor was required to purchase, 
then he might be able to bring it in almost certainly at a lower price 
in this high- level market in the United States. 

The CuHarrman. Yes, but the man who buys it for consumption, 
though, as I understand it, must have a certificate for that which is 
consumed domestically. 

Mr. Buarr. Our thinking was that the certificate would be required 
to be purchased by whoever was the first seller to sell it into a domestic 
market outlet. 

The CuatrMaNn. Let us take a specific case. You area farmer; I am 
a rice purchaser. 

Assuming that you as a farmer will be paid 50 percent of your pro- 
duction, at 90 percent of parity, what would happen is that in order 
for me to be able to sell 50 percent of your rice, I’d have to get from you 
a certificate for that amount, would I not? 

Mr. Buarr. You would have, in order to sell it into the domestic mar- 
ket, you would have to get a certificate. 

The Carman. Yes. 

Mr. Buatr. We would, I think, try to eliminate the provision that 
as a farmer I must sell it to you. 

The Cuatrman. I know; you would get the certificate from the 
farmer who has the rice. They would not be accepted except to a rice- 
grower, would they ? 

Mr. Buatr. We are getting into some details. I think we are clear 
enough on this. There would be two certificates. One is that certifi- 
cate, a negotiable certificate which is issued to the producer represent- 
ing this difference of payment. That would be his, when he is in 
compliance; whenever he is qualified he gets it. It is negotiable. 
He can do whatever he wants to with it. He will probably cash it 
because it is worth so many dollars and cents. 

The second certificate 

The CHarrman. You did not talk of the second certificate. 

Mr. Buiair. I am sorry. The second one would be that which the 
first processor or seller is required to purchase from the United States 
Treasury, probably, for all rice which he sells in the primary market 
and that, too, represents the difference between whatever the across- 
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the-board support level is and the fixed level in the domestic market, 
so making him sell in the domestic market on the same basis as the 
support level which the farmer 1 is getting. 

The CuatrmMan. Suppose your price on the local level fluctuates 
from the time you get the certificate until you sell it. What happens 
then ¢ 

Mr. Bua. That is one of those things that always happens. If it 
goes up and down a little bit——— 

The Cuatrman. If it goes up? 

Mr. Buatr. To the producer it means that, say, we had a level of 
60 percent or 65 percent—the figure does not make any difference— 
of parity the producer has the option of selling his rice to the proces- 
sor at that figure or putting it in commodity credit at that figure. 

We assume that the Secretary of Agriculture has determined that 
figure at a low enough level that rice produced will sell. 

Senator Hicken.oorer. I think we could take some figure, some 
conerete examples—concrete bushels of rice and what the producer 
would get on that and what the first seller would get. 

The CHarrMan. Suppose you give us an illustration. 

Senator HickeNnLoorer. Suppose you are a farmer and 5,000 bushels 
of rice. 

The Cuatrman. Show us how this would work. Make yourself a 
farmer. And Henry Chalkley out there is a big rice miller. 

Mr. Buarr. You will hear from some of them, if you want to hear 
from them as they figure it might be a good opportunity to hea 
from them. 

The CuarrmMan. Just so long as we get it in the record some way, 
because some of us will have to explain the bill, and I would like to 
be specific and learn how it would work. 

Mr. Buatr. May I suggest then if there are no more questions on 
this, in order to conserve a little time, and hear other ideas along 
with that, that we hear from some of those. 

The Cuarrman. All right. You sit there. 

Mr. Alioto, will you come up here and see if you can tell us. 


STATEMENT OF JOSEPH L. ALIOTO, RICE GROWERS ASSOCIATION 
OF CALIFORNIA, SAN FRANCISCO, CALIF. 


Mr. Axroro. I am Joseph L. Alioto. I am here representing the 
Rice Growers Association of California. My address is 111 Sutter 
Street in San Francisco, Calif. 

The Rice Growers Association is a cooperative marketing association 
with more than 1,300 grower-members in California, and this coop- 
erative produces and ‘distributes approximately 50 percent of the 

California crop. 

We had a statement that we were going to file with the committee, 
Senator, but we have come so close to agreeing even on the details of 
this domestic parity support plan that ‘T would like to postpone the 
submission for 2 days, because I think in that period of time we are 
going to have agreement even on the minute details of the plan we 
are speaking of. 

The Cuarrman. You would not want to appear again before the 
committee ? 
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Mr. Auroro. No. 

The Cuarrman. We are going to close the hearings today on this 
bill, and whatever you have to offer would be in the nature of a 
memorandum ¢ 

Mr. Auroro. That is correct. 

The CuatrrMAN. And a possible form of bill? 

Mr. Auroro. Yes. I think it will be a memorandum that the entire 
industry can agree upon. That is why I am suggesting the slight 
delay in submitting it. 

The Cyaan. I do hope that you can give us that not later than 
Thursday. 

Mr. Auroro. I think we will be able to. 

The Cuarrman. Thursday morning? 

Mr. Autoro. I feel confident we can. 

(The statement referred to above is as follows:) 


The enclosed proposed plan for rice is respectfully submitted by the Rice 
Program Development Committee of Arkansas, Louisiana, Texas, California, and 
Mississippi. This committee is composed of the following persons: 

Joseph L. Alioto, Rice Growers Association of California, 111 Sutter Street, San 

Francisco, Calif. 

Winston Atteberry, Louisiana Rice Growers, Inc., Crowley, La. 
George B. Blair, American Rice Growers, Cooperative Association, Post Office Box 

877, Lake Charles, La. 

George W. Brewer, Rice Growers’ Association of California, Sacramento, Calif. 

L. C. Carter, The Arkansas Rice Growers Cooperative Association, Post Office 
sox 681, Stuttgart, Ark. 

H. G. Chalkley, Post Office Box 558, Lake Charles, La. 

J. F. Collier, American Rice Growers Cooperative Association, Houston division, 

Post Office Box 257, Pearland, Tex. 

Joe R. Dockery, Cleveland, Miss. 
J. P. Gaines, The Rice Millers’ Association, 1308 National Bank of Commerce 

Building, New Orleans 12, La. 

Rex Kimbriel, Cleveland, Miss. 

Marshall KE. Leahy, Farmers’ Rice Growers Cooperative, suite 1258, Russ Build- 
ing, San Francisco, Calif. 

M. W. Mauritz, Ganado, Tex. 

W. M. Reid, the Rice Millers’ Association, 1308 National Bank of Commerce Build- 
ing, New Orleans 12, La. 

C. N. Spicer, 408 East Seventh Street, Stuttgart, Ark. 


PROPOSED FLEXIBLE DOMESTIC SupPoRT PLAN FOR RICE 


This program should be in effect for the 1956 plantings and, therefore, should 
be embodied in a separate bill. 

I. Annually the Secretary of Agriculture shall prescribe a national rice acre- 
age allotment of not less than 1,750,000 acres, and not more than 2,359,000 acres, 
except that for the year 1956 the minimum shall be 1,639,084 acres or the final 
1956 acreage allotment, whichever is greater. 

(a) The national rice acreage allotment shall be apportioned to the States in 
which rice is produced. For the year 1956 it shall be apportioned to the States 
in precisely the same manner as it has already been apportioned in connection 
with the acreage allotments already proclaimed by the Secretary. The national 
acreage allotment for rice for each calender year after 1956 shall be appor- 
tioned by the Secretary among the several States in which rice is produced in 
proportion to the average number of acres of rice in each State during the 3-year 
period immediately preceding the calendar year for which such national acre- 
age allotment of rice is determined, plus, in applicable years, the acreage diverted 
under any national agricultural program; provided, however, that in no event 
shall any year prior to 1955 be used in such determination, and provided further, 
that if 3 years commencing in 1955 shall not have elapsed to permit such a deter- 
mination, then the apportionment shall be on the basis of the average number of 
acres of rice in each State in the years beginning in 1955. 
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(b) Each State’s acreage allotment shall be prorated to the counties, parishes, 
farms, and/or persons on the basis of the 1955 acreage allotment, except that for 
the first year it shall be prorated in accordance with existing law and regulations. 
The determination of whether the allotment shall be on the farm or on the per- 
son shall be made by each State committee. There shall be no national reserves. 

(c) Not in excess of 1 percent of the State acreage allotment may be withheld 
by the State or county committee and used for adjustments and new producers, 
except that in the year 1956 reserves shall be in accordance with existing law. 

II. Each year the Secretary of Agriculture shall determine the quantity of 
rice deemed adequate to supply the primary market, which shall include the 
United States, its Territories, and Cuba. This shall be designated as the “na- 
tional primary quota” and shall be in units of hundredweights of rough rice. 
The balance of the world shall be designated as the “secondary market.” The 
total primary market as determined by the Secretary shall be supplied from 
current crops. 

(a) In 1956 the national primary market quota shall be apportioned to each 
State in the same ratio as each State’s 1955 total production bears to the total 
United States production in 1955, using the latest available official figures. In 
each succeeding year the national primary market quota shall be apportioned 
among the States in the proportion that each State’s average acreage production 
times that State’s allotted acres bears to the total United States production, 
utilizing a 3-year moving base period beginning in 1955, except for 1957 a 2-year 
base period shall be used. 

(b) The State primary market quota shall be apportioned to each farm and/or 
person in 1956 on the basis of each farm and/or person’s acreage allotment in 
the light of its or his average dry weight production for the year 1955; except 
that in abnormal situations the State or county committee shall have the discre- 
tion in specific cases to adjust a producer’s average production to reflect his 
normal production and in the exercise of this discretion may consider the pro- 
ducer’s production in 19538 or 1954. In each succeeding year the State primary 
marketing quota shall be apportioned on the basis of each producer’s normal 
yield per acre in the 3 calendar years next preceding times allotted acreage in 
the year for which the determination is made, except that for 1957, the 2 calendar 
years next preceding shall be used to determine normal yield. 

(c) One percent of the State’s primary marketing quota may be withheld 
by the State committee and may be used for adjustments and new producers. 
Farms or persons securing acreage allotments out of the State acreage reserve 
shall be given a production quota for the primary market out of the said 
marketing reserve computed on the basis of the average production per acre 
for the State for the previous year. 

III. All rice produced within the national acreage allotment shall be sup- 
ported at 75 percent of parity for the year 1956 and not less than 50 percent 
of parity in each succeeding year, provided that in all instances the said rice 
meets the eligibility requirements, variety and grade differentials being con- 
sidered. 

IV. Certificates for each producer’s share of the primary market shall be 
issued by the Government on the following basis: 

(a) For the year 1956, there shall be a fixed support price of 55 percent of 
parity. The value of the certificate for the said year shall be the difference 
between this 55 percent and 95 percent of parity. The acceptance by the producer 
of this certificate in 1956 shall be an effective waiver of his right to have support 
on his total crop at 75 percent as provided in existing law. Each year there- 
after the Secretary shall fix a support price which shall be not less than 50 
percent of parity. In fixing this support price the Secretary shall give pre- 
dominant consideration to setting support at a level low enough to move Ameri- 
can rice in export markets and enable American exporters freely to compete 
in the world market against foreign rice sellers at competitive prices, to the 
end that rice will not be placed under support except at the disaster level of 
50 percent of parity. The certificates shall have for each year the fixed value 
equal to the difference between the said support price, as set by the Secretary, 
and not less than 90 percent of parity. The value of the certificate shall be 
fixed without regard to varietal or grade differentials. 

(b) In accordance with regulations to be prescribed by the Secretary, certifi- 
rates shall be issued upon proof of production or upon proof of planting a 
sufficient number of acres to yield the producer’s marketing quota as fixed under 
the provisions of paragraph IT (6) above. “Proof of planting,” as used herein, 
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means acreage measurement and certification by the county committee as car- 
ried out under existing law and regulation. 

(c) Certificates shall be negotiable and cashable at face value upon issuance. 

Vv. A producer shall suffer the loss of his acreage history unless he plants 
acreage each year equivalent to 90 percent of his yearly acreage allotment 
(except that for the year 1956 the Secretary may permit planting of no less 
than 75 percent in lieu of the 90 percent of the producer’s yearly acreage 
allotment) ; provided, however, that he shall suffer no loss of acreage history 
if he releases to the county or State committee the unplanted acreage allotment 
or certifies to his county or State committee that he has released the unplanted 
acreage allotment to another designated producer or farm. Any release to 
another designated producer or farm shall not be made without the approval 
of either the State or county committee. The county or State committee may 
distribute such unplanted acreage to other producers on any equitable basis 
determined by the committee. Any unused acreage within any State shall not 
be reallocated or distributed to any other State or to any producer within another 
State. If a producer releases to another producer or to a county or State 
committee all, or any part, of his acreage allotment required to produce all or 
any part of his primary market quota, such producer shall suffer the loss of 
his marketing certificates on the portion released and any producer succeeding 
to such acreage shall acquire the marketing certificates thereon. Any producer 
who releases all or any part of his share of the acreage allotment for 3 years 
in succession shall lose his acreage history thereon. A producer receiving any 
acreage rights released by another shall acquire history thereon only if his 
transferor shall have lost his history. The producer acquiring the acreage shall 
get the benefit of the full history on the acquired acreage rights if he has re- 
ceived them in each of the 3 years. If he has received them for 2 of the said 
3 years, he shall be entitled to two-thirds of the history, and if for 1 of the said 
3 years, to one-third. 

VI. The total, or any part, of a producer’s production, if grown within the 
allotted acreage, which meets the minimum grade specifications, shall be eligible 
for loan or purchase agreement. Loan value for 1956 shall be based on 75 
percent of parity, or, if the producer has waived the 75 percent support as 
provided in paragraph IV A above, the loan value shall be 55 percent of parity. 

VII. Every first seller of processed rice and every importer of processed rice 
shall be required to purchase marketing certificates from the United States 
Government, equivalent to the converted value of the rough-rice certificates, 
on all sales or imports. “Processed rice,” as used herein, shall mean rice in 
any form whatsoever from which the hull or husk has been removed, including 
“milled rice,” “undermilled rice,’ “unpolished mill rice,” “brown rice,” “con- 
verted rice,” “malekized rice,” “parboiled rice,” “fortified rice,” “vitaminized 
rice,’ “enriched rice,” and others. The Secretary of Agriculture shall prescribe 
regulations to establish the converted value of the marketing certificates in 
accordance with the following factors: 

(1) The national historical milled-rice yield, which is hereby determined and 
declared to be 

Percent 
(a) Whole-grain milled rice 
(b) Seeond-head milled rice 
(c) S@rOSntew BING TIO. own oo nn no rien 
(@) Brewers milled rice 


(2) The historical price relationship between and among the classes of rice 
listed in subparagraph (1) next preceding, in accordance with price statistics 
collected and reported by the Market News Service of the Department of Agri- 
culture in the 3-year period immediately preceding the effective date of this act. 
The Secretary shall adjust the mill-yield percentages listed in subparagraph (1) 
to provide conversion factors for brown, undermilled, and parboiled rice. Cer- 
tifiieates shall be made available by the United States Government for all 
imports and sales which any first seller can make in the primary market. On 
proof of export sales, payment for certificates covering the said export sales 
shall be abated. The abatement shall be in the form of an offset against any 
payments required to be made to the United States Government for certificates 
covering imports and sales of processed rice. 

VIII. In order to make the transition from the price-support plant currently 
in effect to this proposed plan, inventory adjustment cerctificates shall be issued 











3912 PRICE-SUPPORT PROGRAM 






to all owners of rough rice and to owners of processed rice, upon which a first 
sale has not been made, in their inventory at July 31, 1956, except such rough 
rice as may have been acquired from the Commodity Credit Corporation. The 
value of such inventory adjustment certificates shall be the difference between 
the support price to which this act shall apply, i. e., 55 percent of parity, and 
the support price for the rice produced in the year immediately preceding the 
first crop of rice to which this act shall apply, i. e., 85 percent of parity. In- 
ventory adjustment certificates shall be cashable by the Commodity Credit 
Corporation at their face value, or they may be used in payment for primary 
marketing certificates. 

IX. To assure the effective administration of this program, legislation should 
provide for the following civil and criminal penalties: 


A. Penalties on producers for noncompliance : 
1. Loss of certificates for primary market. 
2. No support on any of the rice produced. 
3. Penalty of 50 percent of parity on excess acreage times normal yield 
per acre. 
4. No history earned on excess acreage. 
B. Penalties on first sellers for violation. 
1. Civil penalties : 

(a) Payment of liquidated damages equal to twice the value of 

the required certificate. 
2. Criminal penalties. 

(a) First sellers shall be required to file monthly statements 
setting forth basic facts required by law. A false state- 
ment in any material respect would then make them liable 
under the provisions of the Federal Criminal Code relating 
to false and misleading statements to the Government. 

X. Rice shall be included in the Agricultural Commodity Set Aside Act (7 
U. 8. C. A. 1741-1747) for strategic purposes and for other purposes prescribed 
in said act. All CCC rice, rough and processed, in inventory as of 60 days after 
the beginning of the first marketing year following passage of this proposed law, 
shall be transferred to and become a part of the commodities set aside under 
the said act. This stockpile shall be maintained by the Commodity Credit 
Corporation at not more than 25 million hundredweight nor less than 20 million 
hundredweight in terms of processed rice. 

XI. This program contemplates that rice shall continue as a basic commodity 
and that marketing quotas as prescribed by existing legislation shall be in effect 
with appropriate penalty provisions for noncompliance. 


The Cuarrman. Have you a statement that you want to make? 

Mr. Axtoro. No; I haven't a direct statement. I will be glad to 
answer any questions you have in mind. 

The CuatrmMan. Senator Hickenlooper and I would like to know 
how this proposal would work. 

Assume you are a rice farmer and Mr. Blair here is a first purchaser ? 

Mr. Axroro. All right. 

Senator HickEN Looper. You have 5,000 bushels of rice or 10,000. 

The CHarrMan. Any amount you want. 

Mr. Axtoro. I first would like to use hundredweights of rice be- 
cause that is what we are using in the industry; that is what are 
using in this plan, that we are speaking of. 

This plan generally contemplates the issuance of two type of cer- 
tificates. 

The first is going to be a grower’s certificate. And the second is 
going to be in effect a miller’s certificate. Although it will cover, of 
course, sellers and importers as well. 

These certificates will work within the framework of the acreage 
allocations or acreage allotments as we have understood those acreage 
allotments in connection with past farm programs, in connection with 
the existing farm programs. 
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The acreage allotment will first be set by the Secretary of Agricul- 
ture on a national basis. That will be set with a minimum and a 
maximum to meet the objection that has been made here by the State 
Department. 

Then that acreage allotment will be brought from that national 
basis down to a State basis, and that will probably be set on the basis 
of a formula that we can agree on in the next 2 days. That will 
be either the actual ratio in the 1955 allotment, for example, or in 
some other specific year. 

So we are basing it on specific experience, and not anything that is 
new or novel. 

Then that State allotment will be brought down to the farmer, the 
actual grower on the basis of perhaps his 1955 ratio or his 1955 
percentage. 

That is one element. That is an allotment. That was very much 
along the lines of the acreage allotments we have now. 

Then the Secretary will fix a figure of the hundredweights of rough 
rice necessary to cover the domestic market. 

Year in and year out the domestic market in rice has been relatively 
inelastic. It does not make any difference what we charge. It is 
generally about the same. 

Let us assume 50 percent of the crop. He will set that national 
quota as we will call it. 

That national quota is then brought down to the States on the 
basis of production ratios. We will say the production in the State 
of Louisiana is the ratio that it bears to the national production. 

Thereafter that quota, which is brought down to the State level, 
will be distributed to the farmers on the basis of studies on average 
yield. 

We are trying to agree on years and I think we can do that. Weare 
very, very close to agreement on that. 

So that the farmer will have two things in this setup: He will have 
his acreage allotment and he will have his quota. 

Senator Hickenlooper. He will have his acreage allotment? 

Mr. Auitoro. That is correct. 

Senator Hicken.oorer. Under this plan is it contemplated that 
the acreage allotment will in fact produce more rice than the domestic 
market can consume ¢ 

Mr. Anioro. Yes. In other words, the plan is basically a plan to 
permit us to export rice in markets that we know want our rice and 
we can sell it if we are competitive. It is all predicated upon an 
export market. 

Senator Hickenwoorer. Roughly, how much would that excess be 
over and above the domestic 

Mr. Antoro, Let us assume 50 percent—that is probably a pretty 
good figure. 

Senator Hicken.oorer. For the sake of argument. We will not 
hold you to the exact percentage for the moment. 

Mr. Axroro. It is a fair estimate. 

Senator Hicken Looper. Assume it is 50 percent. So he grows one 
1 hundredweight of rice and only 50 or half a hundredwieght. will 
move into the domestic market. 

Mr. Axtoro. That is correct. 
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Senator Hickennoorrr. Very well. 
Mr. Auroro. He will be given 
Senator HickenLoorer. For the domestic quota. Does the Secre- 


tary of Agriculture under your — calculate at what price that 
should move into the domestic market ? 





Mr. Arsoro. Yes. We think that there should be a very strong 


statement of a legislative standard in this act, that will direct the 
Secretary to prescribe a world market figure, calculated to permit 
the American exporters freely to compete in the world market at com- 
petitive prices. 

And calculated, too, to keep rice away from support except at a dis- 
aster level of 50 percent. 

In other words, he should fix that on a realistic basis each year. 

Senator Hickenwoorer. If it is all right with you for me to go 
further—— 

The CHarrman. Surely. 

Senator Hicken.oorrr. I am a little confused. I want to under- 
stand it. 

Let us take 10,000 hundredweights of rice—50 precent of that under 
all of the determinations is calculated to move into the domestic 
market. 

Mr. Axioro. Yes. 

Senator HickrnLoorrr. Fifty percent is calculated to be what we 
might call free rice, to be traded. 

On those figures, let us make an arbitrary assumption that the 
Secretary of Agriculture has looked over this situation and he has 
fixed the price of rice per hundredweight. We will assume an arbi- 
trary figure that there would be somewhere in the neighborhood of 
what he might say that rice ought to move into the domestic market. 

Mr. Auroro. Let us say approximately 50 percent of parity or $2.50. 

Senator Hicken.oorer. Then he establishes a support price of 60 
percent of parity. 

Mr. Atroro. On everything? 

Senator HickeNLoorer. On the 5,000 or the 10,000. 

Mr. Atroro. He establishes a support price of 60 percent of parity 
on everything, including the 10,000. 

Senator Hicken.Loorer. On the 10,000. 

Mr. Auroro. That is right. 

Senator Hickentoorrr. That 5,000 moves into the domestic mar- 
ket. Suppose it sells at 60 percent of parity—suppose he hits it right 
on the nose. 

Mr. Attoro. In the domestic market. 

Senator Hickrntoorer. In the domestic market. All right. Do 
I understand that the grower in one way or another will get the dif- 
ference between the price reflected by 60 percent of parity and 90 
percent of parity ¢ 

Mr. Arsoro. And not less than 90 percent in the form of certificates. 

Senator HickenLoorer. On what—on the 5,000 or 10,000? 

Mr. Axtoro. He will get it on the 5,000 which we assume will be his 
domestic quota. On this other 5,000 he does not get anything except 
knowledge of support at pretty much the disaster level, which would 
be 50 presumably. 

Senator Hicken.oorrr. I thought you said that the 60 percent 
would go on the whole 10,000. 
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Mr. Auroro. If the Secretary of Agriculture believes that 60 percent 
is the level at which American rice will move in the world market he 


would get support at 60, but it is contemplated that he will be able 
to meve it at 60. 
Senator HickENLoorer. On the whole 10,000 he would get support 


at 60¢ 
Mr. Anroro. He would have 60-percent support on the whole 10,000, 
but he will have had his certificate covering the 5.000. 

Senator HickENLoorer. Where does he get the 60 percent support ? 
Suppose that other 5,000 drops down to 50 percent, I mean the free 
open-market rice ¢ 

Mr. Axroro. It is contemplated there will be a floor of 50 percent. 
That would be his disaster level. He would get support on that at 
50 percent. 

Mr. Biatr. May I give you a specific example ? 

Senator HickenLoorer. Just a minute. I do not get the shift be- 
tween the 60 percent which I understood you to say would be the 
level of support on the entire 10,000 and—how does it drop down to 
50 percent 1f he is entitled to 60 ? 

Mr. Axroro. It shall be no less than 60, but if the Secretary of 
Agriculture makes a determination that 60 percent is about the world 
market, and the rice will not move at 60 percent, then he gets it under 
support for that year at 60 percent. 

Senator Hicxentoorrr. Which does he support, the 5,000 on the 
world market or the 5,000 that moves into the domestic market? 

Mr. Axioro. He supports everything at 60 but since the domestic 
market is relatively inelastic and he makes a proper estimate in the 
beginning—then that should move into the domestic market and the 
grower is ; compensated i in the form of his certificate. 

Senator Hicxentoorer. Is this a flexible operation ? 

Mr. Autoro. It is flexible over a period of a year. In other words, 
the Secretary, so far as the certificates, for example, are concerned, 
the Secretary in the beginning of the year will estimate the world 
market which will take the 60 percent. 

Then the grower will get on his domestic quota, which is the 5,000 
: ags of rice, he will get certificates and the value of the certificate would 

be the difference between 60, and if we use 90, would be 30 percent for 
the value of the certificate. 

Senator Hickentoorer. He could cash those certificates ? 

Mr. Artoro, He would cash them, turn into the United States 
Treasury or the CCC and eash those certificates upon issuance, 

Senator Hickentoorrr. Meanwhile the domestic market rice would 
move into the market at let us say 60 percent of parity, if that. guess 
was right. 

Mr. Attoro. No, because on the other side, the first seller is re- 
quired to purchase in order to balance the certificates on the grower’s 
side—the first seller or the miller is required to purchase certificate on 
all of his domestic sales which would bring 

Senator Hicken.Loorer. At what rate does he purchase those? 

Mr. Artoro. At the converted value of the grower’s certificate. In 
other words, the reason the table of conversion is in there is to get ap- 
proximately 69.5 percent of rice out of 1 hundredweight of rough rice. 

Senator Hickentoorer. Let us take an example. Let us follow this 
5,000 hundredweight of rice through. 
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Mr. Auroro. Allright. 

Senator HickEenioorer. Let us get it down to dollars and cents, 

Mr. Anroro. All right, sir. 

Senator Hicken.oorrer. You have 5,000 hundredweight of rice, the 
man grows 10,000. 

Mr. Auroro. All right. 

Senator HickENLoorer. You have 5,000 moving into the domestic 
market and 5,000 which is open for the export market or for the users, 
not needed in the domestic market. 

It takes 60 percent of parity as the amount that the Secretary would 
determine that this 5,000 on the domestic market should bring. That 
is his estimate. 

Mr. Axioro. Sixty percent of the world market. That is the world 
market figure. 

Senator Hickentoorer. Then let us fix the dollars to that 5,000. 

Mr. Brair. It figures 60 percent of parity. 

Mr. Atioro. Say it is $3. 

Senator HickenLoorer. Just so it is an even figure. Sixty percent 
of parity is $38. That is $15,000 worth of rice that he has on the 
domestic market. 

What is the worth of the 5,000 hundredweight of rice that he has 
available for the export market and how does he get paid ? 

Mr. Autoro. If the Secretary was right at $3 it would be purchased 
from him. 

Senator Hicken.oorer. Is the Secretary supposed to be right when 
he first sets it or as the second guess ? 

Mr. Autoro. He is supposed to be right on an annual basis. 

Senator Hickren Looper. I know, but is he right? When he says 60 
percent is parity is that what it is on that crop or does he wait a 
couple or 3 or 4 months? 

The CuairmMan. It could go down to 40. He would still have to pay 
60. 

Mr. Axioro. He would have to pay 60, if it went down to 40, that 
is correct. Prestimably, he would set that figure of the world market 
on the low side to be sure that we could move that rice in export. 

The Cuatrman. But he could not set it less than 50. 

Mr. Axioro. Because that is disaster at that point. 

Senator Hicken oorer. That is what was confusing, how you 
dropped down to 50 after having set it at 60. Sixty is the floor’ 

Mr. Autoro. For the year. 

Senator Hicken oorer. And the Secretary finds it to be 60—if he 
does—then 50 is not involved. Is that not correct ? 

The CuHarrMan. He could not put it less than 50, 

Mr. Auroro. That is correct. 

Senator Hicken.ooper. If he fixes it at 65 that becomes the floor. 

Mr. Axroro. That is correct. 

The Cuatrrman. Even though, as I undrestand it, the world price 
would be 45 percent of parity,}you could not fix it at 45—he would 
have to fix it at 50. 

Mr. Axtoro. That is correct. 

Senator HicKkENLooper. Suppose he misguesses it and the world 
price is going to be 65, when actually the rice moves on the market 
and the world price is 45 percent of parity. Having fixed it at 60 
that is what is paid off on. That is what it is actually supported at. 
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Mr. Aurtoro. That is correct. That means that the Secretary that 
year will probably get a lot of rice under support. But he should be 
encouraged by a stand: ird in the statute to set that thing as realistically 
poe and at levels low enough to move it in the foreign market. 

don’t think that the Secretary is without sufficient experience to 
ik a pretty good estimate on that with all of the he ‘Ip he can get 
from the industry itself. He will know from year to year whether 
he is hitting it pretty well. 

Senator HicKENLOOPER. Now we get down to 60 percent of parity 
on the 5.000 which moves into the domestic market. That is $15,000. 
How does the farmer get $15,000 on oa 2 

M. Autoro. He sells this to a miller, r his co-op, on whatever con- 
tractual arrangement there may be for a price which is supported at 
60. So presumably he can always get 60 just as in the present 
support program. 

In other words, if the farmer knows he ean sell to the CCC for 
$3, he will not sell it to a miller for less than $3 except in unusual 
circumstances. 

So it is supported by the Government at that 60 percent. He is 
assured that if the miller won’t give him the 60 percent of parity 
he can give it to the CCC. 

Senator Hicken.oorrer. The miller gives him a certificate. 

Mr. Anrtoro. He does not. He gets his certificate from the CCC, 
to cover his domestic quota. That certificate will be the difference 
between this 60 and not less than 90, or 30 percent, if we use 90 as the 
figure. 

Senator Hicken.oorer. Now he takes that certificate and what 
does he do with it ? 

Mr. Atroro. He takes that certificate—it is just to use an expression 
of one of my colleagues—it is like currency—he goes to the CCC and 
they give him cash for it. 

Senator Hickenwoorer. Is that all he has to do with the certificate ? 

Mr. Artoro. That is all he has to do with the certificate. 

Senator Hicken Looper. Let us move that 5.000 on. What does the 
miller do now ¢ 

Mr. Axtoro. The miller wants to sell that 5,000 to a domestic cus- 
tomer. On all of his domestic sales or all of his primary market sales 
he has to buy from the CCC which has cashed the « ertificate for the 
farmer. 

Senator Hickenwoorer. He is dealing with 5,000 hundredweight. 

Mr. Atrtoro. He takes the 5,000 and we will now convert the cer- 
tificate of the miller to a milled rice basis. There are conversion 
tables based on a yield of 69.5 on the national basis. 

Senator Hickenwoorer. What kind of a certificate and what is the 
worth to the miller—what does he do with it? 

Mr. Atroro. He gets a certificate that is worth the same as it was 
worth in the grower’s hands except on this converted basis. 

The CHatrmMan. That certificate would have to be at a dollar and 
a half, approximately. 

Mr. Antoro. Yes; approximately a dollar and a half, if you take 
70 percent of it. 

The CrHatrman. If you assumed that 60 percent is $3, of course 
30 would be a dollar and a half. 
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Mr. Arsoro. That is the value of the certificate in the hands of the 
grower. 

The Cuamrman. We are just using arbitrary figures here. 

Senator Hicken.Loorer. Meanwhile the grower is out of this. 

Mr. Auioro. He has had his certificate and cashed it and he is out 
of the picture. That is correct. 

Senator Hickenwoorer. All right. This fellow, the miller who 
wants to move it now, he goes to the Commodity Credit Corporation 
and he gets a certificate. 

Mr. Atioro. On domestic sales. 

Senator Hicken.oorer. That is right. 

Mr. Axioro. Primary market. 

Senator Hickenoorrr. Is that a permit, a cashable certificate— 
does it represent value? 

Mr. Axioro. He buys buys the certificate—he has to have certifi- 
cates to cover all of the rice. 

Senator Hickentoorer. What does he pay for the certificate ? 

Mr. Auioro. He pays for the certificate the same value it had in the 
grower’s hands except converted to a milled rice ba 

Mr. Buiatr. He would pay the equivalent of $1.50 per hundred- 
weight, the same as the producer got? 

Mr. Axioro, If the conversion factor is 69.5—let us say it is 70—it 
would be 130 percent of the milled rice he has which would be 30 per- 
cent less in weight than the rough rice. 

Those conversion tables are not new. 

Senator Hicken.Loorer. So the miller has $15,000 in that rice. Then 
he goes to the CCC, and he has to pay them 70 percent of the $15,000 
more. 

Mr. Atioro. He pays them 30 percent, too, the difference between 60 
and 90. In other words, there should be an equivalent. value between 
that certificate in the hands of the grower and what the miller has to 
buy for selling the primary market. 

Senator HickrenLoorper. How much has the miller got in that 5,000 
hundredweight of rice when he gets through with his certificate. I 
mean, how many dollars? 

Mr. Axioro. He has the amount he has paid the grower if we assume 
60 percent is $3. Then he has the additional dollar and a half or $4.50. 
Senator HickenLoorer. He has $4.50 per hundredweight in there? 

Mr. Auroro. Yes. 

Senator Hickren.Loorer. He has to sell this rice at $4.50 per hundred- 
weight, and he will have to sell it for more than that to get some profit 
out. 

Mr. Axioro. There is the conversion in there—it will be more than 
that. He is getting less milled rice in weight than he had in the rough 
rice. 

Senator Hickenoorer. I think I understand now. I hope I do, 
anyway. 

He sells that on the market to the domestic consumer. 

Mr. Auxtoro. Yes. 

Senator HickenLoorer. And he gets that money back. 

Does that mean that the CCC has collected anything between the 
60 percent support and the 90? 
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Mr. Auroro. No, they should come out even. Yes, what they pay 
the grower for his certificate they should get from the miller for his 
certificate. That balances out. 

Senator HickEn Looper. The miller moves it into the market and 
the market then is sustaining the 90 percent. 

Mr. Anioro. That is right. If he has to pay that much in the do- 
mestic market he will not sell it for less. 

Senator Hicken Looper. Therefore, there is theoretically, no direct 
out-of-pocket payment by the CCC in the long run? 

Mr. Auroro. No,sir. Ifthe Secretary estimates correctly, and over 
the years he ought to be able to, if he estimates the domestic market 
correctly, then the CCC will come out even. 

Senator HicKeNnLoorer. Just assume that he guesses correctly. 

Mr. Atroro. Then it comes out evenly. 

Senator HickenLoorrr. It balances out. 

Mr. Ataoro. That is correct. 

Senator Hickenwooper. I think maybe I am getting a little of that 
through my head. 

The CHarrMan. Suppose that the market goes down? 

Mr. Axioro. We have been on this for sometime. We have almost 
unanimous agreement on this thing. We feel it is practical. They 
are all practical men working on this program. We think we have 
it down to a phase where it is very practical. 

The Carman. If the market goes down from 60 to 50 percent, we 
will say, the loss there would be sustained by the Government? 

Mr. Arzoro. The Government would take that rice under support. 

The CHarrman. I understand. Suppose it goes up 10 percent. 
Whose gain is that? 

Mr. Ataoro. It would be the gain of the holder of the rice. 

The Cuamman. The Government? 

Mr. Artoro. No, not the Government. 

The CHatrmMan. Why do you not make them go both ways? 

Mr. Autoro. It might also mean that that is simply because of the 
supply situation ; and if the Government has some on hand could move 
out in the market. 

The Cuatrman. Are you not satisfied to let the grower benefit to the 
point where he sells what he has for export at a greater amount? 
Why should you make him benefit also on what is domestic ally used ? 

Mr. Axioro. What the grower is getting would be his certificate. 
If it exceeds that 90 percent it means that the Secretary has estimated 
the market wrongly. I can make a wrong estimate but I do not know 
how you would get that money back to the Government instead of 
in the hands of the grower. 

Mr. Buarr. We are suggesting, Senator, that if the Secretary de- 
termines as an example, if he determines—if he thinks this amount 
produced from these alloted acres can move at 65 percent of parity, 
he could set the support level at 60 percent of level. It could move 
to 55, or some lower figure, but we are hoping that he will be realistic 
enough so that he will set it at a level that will promote orderly 
marketing but will not accumulate rice 

Senator HickenLoorer. That raises the question that I think Sena- 
tor Ellender has been getting at. The Secretary estimates it at 60 
in his private estimation, but should not set it lower—he sets it at 60 
when actually the rice going on the market moves at 65, let us say. 
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Well, now, the grower has been docked 5 percent parity there. 

Mr. Aioro. He gets 5 percent more by going into the market than 
by going into the CCC, which is pree isely ‘the situation we want. It 
means that he has made a good estimate of the world market and we 
are exporting it. That is precisely the situation we wanted to have, 
so the Government is not bothered with supports. 

Senator Hickenvoorrr. I do not think the grower should be unduly 
penalized because of a bad guess—that is all. 

Mr. Auroro. He won’t be penalized because if the Secretary guesses 
wrong he will get rice under support and he won’t guess wrong next 
time, presumably, but if he guesses correctly, it will always move 
above his figure. 

So we are doing the very thing we are trying to do by this plan, we 
are moving our rice so we won’t have to cut bac k this ac reage any more. 

The CHatrman. If the Secretary has made an error, that is, to the 
point where it would be 65 rather than 60, then the grower would still 
be entitled to the 30 percent that is the difference between 60 and 90. 

Mr. Antoro, That is correct on his domestic quota or his primary 
market quota, that is correct. 

The Cuarrman. On the rice that is produced for sale abroad he 
would be benefited to the extent of this 5 percent increase and the 
Government would not be out anything. 

Mr. Atroro. The Government would be benefited, too, because it 
would not be taking the rice on the support. 

The CuatrmMan. Under no circumstances could the grower get more 
than the difference between the price fixed, that is 60 percent we have 
assumed, and 90, no matter what the rice sells for in between. 

Mr. Auxroro. Yes. 

Mr. Bratr. That is the fixed amount between two levels that are 
determined. 

Mr. Auroro. His certificate would not be more. 

The CHarmman. His certificate would not be more. So he could 
not obtain more than the 30 percent even though the rice went up to 
70 percent. 

Mr. Bratr. That is true. 

The CuatrmMaNn. Tell us about that second certificate you mentioned. 

Mr. Auroro. In order to balance this out, every time the miller has 
to sell on the primary market he has to purchase from the CCC a 
certificate to cover the quantity he is selling in the domestic market. 

In other words, he is assured that he can get a certificate for all 
of the rice he can sell in the domestice market on a competitive basis. 

In other words, these sellers are all competing with each other for 
this domestic market. 

The CuarrmMan. How does he get that second certificate ? 

Mr. Atroro. He gets it from the CCC by going there and paying 
for it or the Treasury Department and paying for it. 

The Cuarrman. He pays for the first and the second ? 

Mr. Axroro. No, the miller only has one certificate. 

The CrarrmaNn. I am trying to ask about that. 

Mr. Atioro. The miller has one certificate. 

The CHarrMan. We got rid of that certificate. 

Mr. Autoro. We got rid of the grower’s certificate. The certifi- 
cate on rough rice—we got rid of that. The miller now has this 
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rice and if he is going to make a sale in the primary market, he 
goes to the U nited States Treasury and buys from the Treasury 
certificates to cover the quantity which he is selling in the primary 
markets which, in effect, supports the price in the primary market. 

The Cuatrman. Why have two certificates? Why not make it in 
one, since the certificate he buys from the Treasury represents the 
amount of rice that is produced by the grower and which is entitled 
to sell on the domestic market ? 

Mr. Axtoro. It would be the considered opinion of this group, and 
I think the correct judgment that if the grower sold his certificate to 
the miller we would get into a situation where a miller could be 
buying more certificates than his domestic market covers and another 
miller securing less certificates than his domestic market covered and 
there would be trafficking in certificates which is the thing we want 
to avoid very, very much. 

We think that would cause the plan to break down. In this way 
they both deal with the Government. The grower gets rid of his 
certificate to the CCC. The miller, on the other hand, buys those 
certificates for the same amount from the United States Treasury. 
It is a clearinghouse transaction. 

The Carman. Would a grower buy a certificate representing 
more than he will sell in the dometsic market ? 

Mr. Auroro. He will never buy a certificate. 

Mr. Buatr. The processor. 

The CuarrMan. The first buyer of the rice. 

Mr. Buam. As it would actually operate he would probably make 
monthly reports or something of the sort to the Treasury or whoever 
was responsible for selling certificates and he would pay for the certi- 
ficates for rice which he was selling into the domestic market. 

Senator Hicken.oorrr. He gets this 5, 000 hundredweight, and he 
has a chance to sell 2,000 of it right BOY, so he walks over to the 
Treasury, and he says, “I want to sell 2,000 hundredweight of rice, 
here is my check for the certificate, which is the differential, whatever 
that factor is, and he gets after paying his money down on the barrel- 
head, he gets a certificate authorizing him to sell 2,000 hundredweight 
of rice. 

Mr. Axizoro. That is correct. 

Senator Hicken Looper. Next week he has to sell a thousand, does 
the same thing. 

Mr. Axszoro. Gets a certificate for the 1,000. 

Senator Hickenxoorer. Then he sells 2,000 more which cleans up 
the 5,000, 

Mr. Axroro. Yes. 

The Caamman. In order to be able to sell that he would have to 
buy certificates from the producer ? 

Mr. Buam. No. That was the point I started to make a moment 
ago. We have gotten away from this idea of having a certificate 
issued to a producer which has to follow the rice. In the first place, 
there would be trafficking in certificates both within and outside the 
industry. 

In the second p pact Arkansas considers primarily their market as 
the domestic mar The Southern States when they are competing 
in the export x go export. California goes exports with most 
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of theirs. We would have to shift between States as between proc- 
essors and producers. 

The Cuarrman. Would there be any limitation as to the amount of 
rice that could be sold in the domestic market ? 

Mr. Arroro. No; none whatever. 

The CHarrman. None whatever ? 

Mr. Axroro. No. 

The CHarMan. So that a miller could maybe find it convenient to 
sell all of his milled rice in the domestic market ? 

Mr. Axtoro. He would always get certificates for all of the rice 
he could sell in the domestic market but the economics would probably 
balance out. 

It is a fact that over the years our domestic supply has been rela- 
tively inelastic. It has always been pretty much the same, regardless 
of price variation. 

But that point I think should be made clear, any man can sell in 
the competitive domestic market and all of the sales he makes he can 
get certificates to cover. 

Mr. Buarr. There would be no restriction on competition in the 
domestic markets. 

The Cuarmman,. That is why you want to use the two certificates? 

Mr. Axuioro. That is correct. Otherwise, there would be a tendency 
to freeze the domestic market in the hands of certain of the millers 
which I think would be bad. I think all of us recognize that would 
be bad. 

The CHarrman. Is there anything further you would desire to 
add ? 

Mr. Arioro. We feel very strongly on the question of this plan 
being put into effect in 1956, if it can be. We have worked out the 
details of these quota and certificate arrangements so that we can 
be enmeshed right into the existing acreage allotment. You would 
not have to change the acreage allotment, nor the support price. We 
can issue these certificates in connection with that allotment. 

The CuHarman. The committee has set a target date of February 15 
to have a bill on the President’s desk. I am very hopeful that we will 
be able to do that. This happens to be the last day of the hearings; 
we are closing them today. ‘Tomorrow it is my hope to get some of 
the experts from the Department of Agriculture to come and give us 
the tables that they were working on as to how the soil-bank plan is 
going to work. You will remember we could not get the answer when 
Mr. Benson was first on the stand. He said that they were working 
on that; that he hoped that within a few days or probably a week, 
they would have that for us. 

In fact, we will meet tomorrow at 10 o’clock, and obtain from him, 
further data. 

Senator Hicken.oorrer. There is one more question that just 
occurred to me that I had not cleared up a moment ago. 

The CuarrMan. Surely. 

Senator Hicken.oorer. This farmer with his 10,000 hundredweight, 
it is ready for market, I mean he wants to sell it, ready to go. And 
the 5,000 domestic allocation, does he have to sell that to a miller or 
what does he do—does he go to the CCC and say, “I have 5,000, half 
of my rice crop here, for the domestic market, what will I do with it?” 
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Mr. Atroro. It is not something for the domestic or foreign market. 

Senator HickenLoorer. What I am trying to get at is, Does that rice 
move into the hands of the CCC and then have to be moved out? 

Mr. Auioro. Never moved. 

Senator HickenLoorrer. By the miller? 

Mr. AxroTo. No, it never moves to CCC. 

Senator HicKeNLoorrer. Suppose the miller won’t buy it? 

Mr. Autoro. We think the most practical aspect of this program is 
that commercial transactions will be carried on precisely as they are 
being carried on today, except that the certificates will be issued to 
support in effect the domestic price. 

If the miller does not buy it at the support price fixed, why then, 
of course, it will go under support presumably. 

Senator HickenLoorrr. Into Government storage? 

Mr. Axroro. That is correct, but if the Secretary fixes the proper 
figure it should not go into support. 

Senator HickenLoorrr. But I am trying to test out maybe a remote 
possibility. I will not say that it will happen this way. Suppose 
he can’t find a market for it ? 

Mr. Avioro. Mr. Chalkley is here; he is a miller. I try to sell my 
rice to him and I want to get parity for it which is set out as $3, to use 
that figure again. He won’t buy it for $3. And no other miller will 
buy it for $3. 

Then I have support at 60 percent of parity. If the Secretary has 
fixed the proper figure that should not happen. 

Senator Hicken.Loorrer. But suppose it does, you get 60 percent of 
parity from the CCC ? 

Mr. Atroro, Yes. 

Senator Hicken.oorrr. All right, then do you get an additional 
certificate for 30 percent of parity which would bring it up to 90? 

Mr. Attoro. On my domestic quota I would. 

Senator Hicken.oorer. On one-half of that ? 

Mr. Axroro. On half of it. We are taking half as the domestic 
quota. 

Senator HickenLoorer. You would get 60 percent on the other half, 
but no 90 percent; is that correct ? 

Mr. Auroro. I would get 60 percent on all. 

Senator Hicken.oorer. On all? 

Mr. Auroro. And 30 percent on my domestic quota which is one- 
half, in our example. 

Senator Hicken.ooper. We are assuming one-half? 

Mr. Axioro. That is correct. 

The Cuamman. In all events, though, the first purchaser would 
pay but 60 percent ? 

Mr. Buarr. For the rice; all of it. 

The Cuarrman. And the additional amount he would pay would 
be the 30 percent for the privilege of selling on the domestic market. 

Mr. Buatr. Exactly. 

Mr. Axroro. Exactly, as under the present support mechanism, no 
difference so far as support is concerned. 

Senator HickeNLoorer. What about quality? I understand they 
grow that short rice over in California. 

Mr, Autoro. In California, a good quality rice. 
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Senator Hicken Looper. And we grow the long-grain in Louisiana, 
and in Mississippi and Texas and Arkansas. 

Will you have a little gadget to take care of that situation? 

_ Mr. Axroro. Just as it is at the present time on support, exactly as 
it is. 

Senator Hicken oorer. The same way? 

Mr. Buair. Yes. 

Senator Hickenlooper. Which is the best rice to use at weddings? 

The Cramman. The long, of course, Always. 

Mr. Auioro. There is so much sweetness and light in our present 
program we will not comment on that. [Laughter. ] 

The Cuatrman. Any further suggestions? 

Mr. Arroro. One other thing. I trust that you will have an oppor- 
tunity to listen to some other of these witnesses on the question of the 
stockpile, particularly on the question of the stockpile because we 
think that is very, very important to this whole program. If that 
can’t be worked out, why the whole program is in danger of breaking 
down. There are the natural economic forces at work, 

We trust you will be able to listen to my colleague, Mr. Leahy just 
a moment on that. 

The Cuarrman. Let him step forward. You sit here. 

Does anybody else desire to be heard? If so, come over here, 


STATEMENT OF MARSHALL E. LEAHY, VICE PRESIDENT, FARMERS 
RICE GROWERS COOPERATIVE, SAN FRANCISCO, CALIF. 


Mr. Leany. I am vice president of the Farmers Rice Growers 


Cooperative of California. 

I want to make one comment. We have tried to divide the testimony 
up so you would not have a lot of cumulative statements in here. _ 

The point was raised by yourselves if the placing of rice under this 
Commodity Set-Aside Act would it raise some dangers that Com- 
modity Credit might end + with a product that would deteriorate. 

L think that if ‘vou would refresh your recollection, by looking at 
the present statute, there is language in there that says that when 
the figure is arrived at as to what the stockpile should be—at the 
moment we don’t have any precise though wat assuming that we 
reach some figure and we say, “This is the amount that we think 
should be maintained,” there are provisions in the existing statute 
that say that Commodity Credit may rotate those stocks whenever 
deterioration shows up. 

The CruatrmMan. I was assuming a situation. I may have been 
optimistic in doing it, wherein no rice was going to be taken in the 
loan. 

Suppose that should occur? What then? 

Mr. Leany. The only purpose of our reference to this set-aside 
relates to the stocks that commodity now has. 

The CuarrMan. Exactly. 

Mr. Leany. We don’t anticipate—— 

The CuatrMman. I can well understand that if the Government 
takes over fresh rice, more rice in the loan, they can do that but sup- 
pose they do not, what then ? 

Mr. Leauy. You mean suppose they don’t take over? 
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The CuairMAN. Suppose the Government next year does not have 
to take a pound of rice under loan. 

Mr. Leany. | think that under the provisions of the Commodity 
Set-Aside Act, there are 7 or 8 days under which the commodity can 
be moved, which will not interfere with our normal marketing. 

On the presumption that this plan will be the millenium and we 
will not have rice moving im under support, I, think that. you would 
find that this stoe kpile would eventually disappear. In other 
words- . 

The CuairMan. It may disappear in 4 or 5 years—that is possible, 

Mr. Leauy. Yes; in an orderly way that would not interfere with 
our marketing, 

The Cuatrman. The rice you think will maintain iteself that long? 
Do you think the weevils will leave it alone and discoloration will not 
take place, so as to cause losses to the Government ? 

Mr. Leany. Let me say this, fortunately in some respects, but 
unfortunately so far as that question is concerned, because of the fact 
that rice was one of the fortunate commodities we never had a situa- 
tion in which rice was in distress until very recently. 

As a result, the Department of Agriculture itself is not certain 
of the keeping qualities of rice, becanse believe it or not we have 
never had to test it. We have never had large quantities of rice in 
ihe past that had to be carried over from one season to another beyond 
a few months, 

At the moment in Commodity Credit’s inventory there is still some 
1953-54 rice. There is some 1954-55 rice, and there undoubtedly 
will be some of the present crop. 

Most of the men here today are also members of the Commodity 
‘redit Corporation Advisory Committee on these surpluses and we 
lave heard from them the fact that with proper aeration and proper 
ionthly fumigation this rice is not deteriorating and in good quality. 

The Cuaman. Even milled rice! 

Mr. Leany. Milled or rough; both of them. 

The Cuairman. Both / 

Mr. Leauy. Yes. As a matter of fact, I am also a member of the 
research committee on rice, where the Southern Regional Laboratory 
and the Western Laboratory are working on this problem experi- 
mentally and they are also convinced that “under proper storage con- 
ditions rice has an indefinite life. 

The Cuairman, It strikes me that in proposing your suggestion 
into an act, that you ought to bear that in mind to give opportunity 
to the Government to c hange fresh for the old in the event it is neces- 
sary, because all of us are trying to save all we can for the Government. 

Mr. Leany. We would welcome that opportunity of rotation. In 
fact, it would be a better thing, perhaps, from the selling standpoint 
that they had fresh rice on hand all of the time. 

But actually, from the standpoint of the life of rice, I repeat again 
and you can get this information from your CCC people, that under 
proper storage conditions, and you have to have proper conditions or 
you don’t get your loan, and it has to be Government-approved stor- 
age, why rice will keep. 

There. is only one other feature that I wanted to touch on., I 
thought perhaps there was some confusion. 
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There is one thing that I think should be borne in mind on this two- 
price problem, that is, that from the standpoint of the farmer, he gets 
on his so-called primary quota, that certificate on proof of planting. 

In other words, as soon as he has planted and his planting has been 
certified to by the State or county committees, he gets his producer’s 
certificate, on that share which is within the 90-percent phase. He 
ends up harvesting a total crop with let’s say 50 percent of it in the 
high support phase and 50 percent in this low-level stuff. 

But you must bear in mind that the rice is bound to move, some of 
it at least, because no one can sell in the domestic market unless they 
have a certificate. 

So automatically, if there is going to be any rice sold in the United 
States or in the Territories, and there will be some, it will have a base. 
I mean that floor, that 60 percent support that you have been talking 
about which we have put in our proposal as a base of 50, but on your 
example you used 60, that is going to be the base price. 

Because if the processor got the rice for nothing he still has to get 
a certificate to move it costing him 60 percent. Some of the rice 
must move, otherwise no one can sell. 

There are penal provisions in here that you can’t sell without that 
certificate in the domestic market. 

The thing to bear in mind is, also, that presumably if there is an 
accurate figure for what it takes to supply the so-called primary mar- 
ket, that rice has tomove. I mean people have to eat rice. 

Senator Hicken.oorrer. I understand some will be moved. 

Mr. Leany. There is this floor at all times. 

You asked also where does the producer share in these so-called 
ups and downs. 

You must bear in mind this fact—that if I am a farmer and I have 
got 100 pounds of rice and 50 of it is in the preferred part of my pro- 
duction and 50 is on the base support, that from my standpoint I have 
got 100 bags of rice to sell and I want to get as much as I can for it. 

So the same negotiation and trading will go on between a farmer 
and a miller who wants that rice as we have had in the past. I mean 
it isn’t going to change normal negotiations or arm’s length trans- 
actions between growers and processors at all. 

So if a situation develops where he sees that perhaps the Secretary 
made an error, and he underestimated, he is going to say, “Well, I 
won't sell at that price. I want so much more.” 

In other words, what he gets is going to reflect the market. If it 
goes the other way, and he overestimated, at least he has that floor 
under him. 

Senator Hicken Looper. He has the 60 percent. 

Mr. Leany. That is right. He got that first on his domestic mar- 
ket. It is already in his pocket. He has cashed that certificate before 
he ever harvested. So he has 60 percent on that. 

Senator Hicken.oorer. Does he get it at the time of planting? 

Mr. Leany. On proof of planting. 

Senator Hicken Looper. How do you know what his crop will be? 

Mr. Leany. Most of these plans have had in mind the fact—I 
noticed the wheat program—I am not completely familiar with it, 
but I followed it—they had the same provision that the certificate 
to the producer was given to him on proof of planting. If you re- 
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member, I think in the President’s program or Secretary Benson’s, 
le stated that this will enable the farmer to finance his harvesting, to 
provide a means of financing where he gets it on yrose of planting and 
certification by the county committee that he has planted so much 
under proper conditions and within his acreage allotment. 

Senator Hickren.oorer. I thought that was on proof of under- 
planting ¢ 

Mr. Lrany. No one can guarantee what he is going to harvest. 

The Cuarrman. Suppose he harvests less than his certificate calls 
for. What happens?! 

Mr. Auioro. He would still get the certificate so long as he planted 
enough acreage which on his average yield would normally have re- 
turned him his certificated quantity. iM 

Senator Hicken.Loorer. That is the crop insurance business, is it 
not ? 

Mr. Leany. In a sense on the domestic market. 

Now to be very honest about it, if that was the thing on which the 
program was going to rise or fall, to put it that way, if that was a 
hase you think was crop insurance and more than a grower is entitled 
to, | think that everyone would agree that we can live under the other 
method of getting a certificate on harvest. Se let. us get that clear 
how, 

Senator HickenLoorer. I am neither objecting nor approving. I 
am trying to study this out, 

Mr. Leany. I repeat what has been stated before that the things 
that I am saying to you have not gotten to the point where we say, 
“This is it.” 

But that is our thinking at the moment. 

Mr. Araoro. On the other hand, we don’t think there is anything 
wrong in having those certificates cashable at the time of issuance. 
They are not issued unless there is proof of planting as we have it in 
the existing law, that is certification and measurement by the county 
committee. 

If he has planted enough acres to yield him in accordance with his 
normal yield, or average yield, the certificated quantity, we see no 
reason why the certificate should not be cashed in, because if you do 
not do it here is what might happen. You might have a lot of people 
who would trade in certificates and buy them from him at a discount. 

Senator HickENLoorer. What percentage of rice in this country is 
grown under controlled irrigation ? 

Mr. Buatr. One hundred percent. 

Mr, Leany. One hundred percent. 

Senator Hickennoorer. There is no rice grown under natural 
conditions ? 

Mr, Leany. No. 

Senator Hicken.oorer. I can see if it is under controlled irrigation 
where the probabilities of estimating the yield would be very much 
higher than where it is under the vicissitudes of the weather, etc. 

Mr, Axioro. They have had tremendous programs, as. you know, 
and have had little difficulty in calculating and: estimating market 
crops and things like that. They have a pretty record on that. 

Senator Ture. I don’t see the real necessity of issuing: a certificate 
as early as the time you have proof of performance or planting, be- 
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cause if it is a commodity loan or if it is a cash sale, you never realize 
on it until such time as you have harvested the crop. 

Therefore, it would seem to me that that is a question which could 
very well rest until such time as your harvest has taken place and you 
have proof of planting and the fact that you had harvested that 
acreage. 

I think that this is just an immaterial administrative question there. 
It is nothing that hinges on the administrative functions of the act. 

Mr. Leany. What you are saying is that we ought to make it coin- 
cide with the support program which requires you to harvest the 
rice. 

Senator Ture. That is right. 

Mr. Leany. I don’t think that is very material. 

Senator Hickennoorer. You might run up against serious misun- 
derstanding or objection on the part of other crops which have to 
wait until maturity before the bushelage or amount of the loan might 
be determined. 

The Cuatrman. This is only a small part of the payment. 


STATEMENT OF HENRY G. CHALKLEY, VICE PRESIDENT, AMERI- 
CAN RICE GROWERS COOPERATIVE ASSOCIATION, LAKE 
CHARLES, LA. 


Mr. Cuatktey. May I answer Senator Thye’s question ? 

The point which we brought up was this: The fact that the State 
and county committees have to issue marketing-quota cards anyway, 
and if we required them to be issued the second time they cannot be 
issued until they have had proof of compliance. 

The Cuamman. That is right. 

Mr. CuatKtey. What we are trying to do is to cut down on the 
complications of the administr: ation of the program, because that crop 
has to be growing. It has to be at a certain state of maturity before 
they will be certified, that it is planted and growing in accordance 
with the regulations. 

Senator Ture. That is true, but that is true with wheat, too. They 
don’t issue a wheat compliance card. 

Mr. CuaLtxiey. But you see, with controlled irrigation our yields 
vary very, very slightly. It isn’t a question as you brought up about 
the weather. 

Senator Ture. Why do you want it? Why do you want that cer- 
tificate at the time there is proof of planting? Because now, just as 
Senator Hickenlooper. said, we have to defend it in the same manner 
on the floor. You can’t sell wheat now unless you have a card. 

Mr. Cuavktiey. That is right. 

Senator Ture. And, therefore, that card is not issued to you in the 
spring when you are in compliance. That card is issued to you at the 
time that you are trying to find either a seal of your commodity or a 
market. 

Mr. Cravxtey. That isn’t true in other crops that the Department 
of Agriculture is administering. Your quota cards 

Senator Tre. What ones? 

Senator Hicken oorer. It is in corn. Roughly it is in effect. 
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Mr, CuaLkiey. We have this spread. We start harvesting rice in 
Louisiana in July. They start harvesting rice in Texas the first part 
of August. 

In Arkansas, they start the last part of August. We have all these 
dates, and depending on the type of rice we must have some uniform 
way of issuing these certificates. The quota card must be issued prior 
to harvest to allow the producer to sell his product. I personally will 
have a part of my crop on the same farm that is being combined 
while another part is just coming into head. 

Senator Toye. You are operating in several States! 

Mr. CHaLK.eEy. No. I operate one farm but plant several varieties. 
Some rice that I raised takes 90 days while ties take 180 days for 
maturity. 

In other words, we haven’t any uniform ripening period. Different 
varieties take different lengths of time to mature. And, therefore, 
that is the reason which we desire a uniform issuance of certificates. 

Senator Tuyx. When is the last crop actually harvested ? 

Mr. Cuavxiey. The California crop which is harvested in October. 

Senator Hicken Looper. That raises one question. You take your 
earliest harvesting—in Louisiana is the earliest ? 

Mr. CHALKLEY. Yes. 

Senator Hicken voorrr. The last of July? 

Mr. CHaLkKiey. Yes. 

Senator Hicken Looper. Getting back to the figures which were used 
for illustration, here, 60 percent, is it possible that between the time 
of the harvesting of the earliest rice and the harvesting of the latest 
rice that there will be a substantial fluctuation in the general world 
price situation which would alter the estimates of the Secretary of 
Agriculture or should that be taken into consideration ? 

Mr. CxHALkLey. Any Variation would be very minor, because the 
different varieties take different support levels. We have three basic 
types of rice. The short grain which is basically California rice but 
which is also raised in Louisiana and Arkansas. We have the medium 
grain rice which represents approximately 50 percent of Louisiana’s 
crop, and somewhere near the same percentage of the Arkansas crop, 
but very little of the Texas crop. 

Then we have the long-grain variety which represents basically 
90 percent of the ‘Texas crop, 50 percent of the Louisiana crop and 
probably 80 to 45 percent of the Arkansas crop, as well as the Mis- 
sissippi crop. 

Senator Tuy. Which yields the most? 

Mr. CuaKLey. The pearl crop of California is the highest yielding 
of the several varieties. It is lowest in the price support schedule 
and the cheapest rice because it goes to a certain type of market. 

Senator HickeNn Looper. Do you contemplate that the Secretary will 
take into account these various factors in arriving at the general 
percentage ¢ 

Mr. Cuatktey. He establishes parity now on that basis. 

Senator Hicken Looper. He does now ? 

Mr. CHatxtey. Yes. 

Mr. Axtoro. The same thing. 

Mr. Leany. No change. 

Mr. CuHaukiey. He carries the differentials now. There is no 
change. 
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Mr. Buatrr. I think it might be pertinent to point out that in the 
major rice-producing areas of the world their crops start — in 
in December and January after ours are in and 8 months, 9 months 
before ours, or 6 or 7 months, at least, before the next crop starts 
coming in, so the major production in the rest of the world will not 
have a material chance to cause fluctuations in our prices. It will 
already have happened before the Secretary makes a determination on 
the next year’s crop. 

Mr. Cuatxtey. I would like to say, that if the time of issuance of 
the certificate is the stumbling block we would be perfectly willing to 
change the time of issuance, but we figure that our method wil] 
expedite handling of the program. 

The CHarkMan. Put an alternative method in—put the one you 
want and another way. 

Mr. Cuatxuiey. If issuance of the certificate on proof of planting 
is not practical, then they should be issued on proof of harvest. 

The Carman. All right. Are there any further statements you 
gentlemen would like to add? 

Mr. Cuartkzey. I would like to qualify myself. I have been talking 
without saying who I am. 

The Carman. You have appeared here so often we know all 
about you. 

Mr. Cua.kiey. I gave that to the reporter. 

The CHarrMan. Yes. 

Mr. Cuaktey. I would like to put one other thing into this hear- 
ing, that is the question of the soil bank. 

We in the rice territory are faced with a very difficult problem, 
to maintain soil fertility, which we are certainly in favor of, we feel 
that any support program should have some mandatory requirement 
on soil-building crops or practices. The soil bank as we have had it 
explained, we do not feel will work in our area for two very definite 
reasons. 

No. 1, the thing which we have to combat the most in riceland, and 
remember we plant it 1 year and on the average and let it lie fallow 
2, is red rice, which unless the land is plowed, the red rice remains 
in the ground until it is plowed, and what we do is to plow that land 
ahead of planting, the year before, and let that red rice come up, 
and either by grazing or clipping, destroy that red rice. 

In other words, putting it into soil-building crops and fencing as 
set out by the soil bank would simply not restore the land’s fertility 
because the red rice would reappear when it was returned to produc- 
tion. 

The second point, which Senator Ellender is most familiar with, 
is that in Louisiana we can do the finest job in the world of building 
a permament pasture, but if we don’t control the weeds, in 2 years we 
have the finest crop of weeds and no pasture at all. 

So that the provisions of the soil bank, as I say, as has been pro- 
posed and we have read, would not increase or restore and build our 
soil fertility. It would destroy, first, by means of weeds, the norma! 
cover that you put on it; and. second, it would not get rid of the 
red rice which we have got to get rid of before we can raise the 
quality of rice which is required because red rice, while it is a deterio- 
rated grain, is the hardiest grain that ever grew. 
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Senator Ture. What is the normal practice, do you graze much 
of that ? 

Mr. CHatKiey. We graze all of it. 

I want to say this, Senator, the crop which we put in rotation with 
rice is cattle. 

Senator Ture. This red rice; does that come from the root ? 

Mr. Cuatxey. No, it comes from seed rice grains, which, of course, 
are like all other grains we use today, in that they are bred up and 
they tend to revert or go back. 

Senator Turse. When you harvest, do you have a certain loss that 
falls back to the ground ¢ 

Mr. Cuatkiey. The deteriorated or red grain heads and falls be- 
fore the other rice is ready for harvest. It goes down to the ground 
and remains on the ground before we harvest the normal grain. The 
deteriorated grain ripens first. 

In a rice field, you can see the red rice way ahead of the time you can 
see the other heads. It ripens and shatters and falls to the ground. 
One red rice grain will produce 280 grains of red rice. 

Senator Ture. Is there no way of breeding that out ? 

Mr. CHatkirey. We have never found a way yet, neither has the 
experiment station. In fact some of their breeding increases it, be- 
cause it tends to throw it back faster. 

Senator Ture. Nature is peculiar—we will not criticize that. It 
probably has a reason for that. 

Mr. CuaLKuey. I would like to add one thing to Mr. Leahy’s state- 
ment and then I am through, Senator. 

With regard to the strategic stockpile, I think that the United 
States has been able to minimize a lot of world unrest by virtue of 
food supplies. We have a strategic stockpile of minerals and every- 
thing Mies, but I think I speak from a practical standpoint, when I 
say you can have all of the guns and ammunition in the world, but 
if you can use them, if you haven’t got any food to feed or any cloth 
to clothe your armies and population you will lose the war, because 
they will starve or freeze to death because food and clothing are the 
first munitions of war. 

The Cuarrman. Would you like to be heard, Bill Reid, anything 
that you would like to add or subtract from what has been stated here? 


STATEMENT OF W. M. REID, PRESIDENT, RICE MILLERS 
ASSOCIATION, NEW ORLEANS, LA. 


Mr. Rem. I appreciate your invitation to be heard very much, but 
I don’t think I will prolong the hearing. 

I want to say informally to you that I am in complete accord with 
these producers. I think they have worked to an effective solution 
of their problem. 

Thank you. 

The Cuarrman. All right. 

Give your name in full for the record. 
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STATEMENT OF M. W. MAURITZ, PRESIDENT, TEXAS RICE 
PROMOTION ASSOCIATION, GANADO, TEX. 


Mr. Mavrirz. I could not go home without having said something 
or the rest of the Texans might throw me out. 

I just wanted to say that as a representative of the Texas rice 
farmers we are very much in favor, in principle, of this plan here. 
We think that it will help our rice situation, and eventually will 
alleviate the problem that we now have of being cut down both in 
acres planted and in price that we are receiving for it. 

Thank you. 

The Cuatrman. Is there anybody else? 


STATEMENT OF L. C. CARTER, GENERAL MANAGER, ARKANSAS 
RICE GROWERS CO-OP ASSOCIATION, STUTTGART, ARK. 


Mr. Carrer. I represent some 5,000 farmers in Arkansas and about 
50 percent of the total Arkansas production. 

Our farmers concur in this program as submitted here today and 
we are in position to support it to the fullest of our ability. 

We think it offers the best possible solution to the very difficult 
problem we have confronting us. 

I’d like to point out that rice, internationally, is a very important 
crop, the most important crop in the world, in fact. But in the United 
States, we only grow some 114 percent of the world’s rice crop. 

So if there is fear that such a program might completely disrupt 
our international relationships, any such fear on the part of our 
friends, it seems to be not too important in view of the fact that the 
program we are proposing here now puts an overall allotment on our 
total production. It does not take the lid off but we propose to 
control the total acreage and only produce that quantity of rice which 
is our fair share of the international market. 

We think our farmers are entitled to that. That is all we are asking 
for. I think I can assure you gentlemen that the Arkansas rice pro- 
ducers will support the program as proposed. 

The Cuarrman. Mr. Edmundson, I thought you had a statement 
vou would like to submit. 

Mr. Ernest E. Epmunpson, Crowley, La. I would like to submit it 
for the record later. 


STATEMENT FILED BY Erxvest B. BpMuUNDSON, JR., CROWLEY, LA. 


Mv name is Ernest E. Edmundson, Jr., of Crowley, La. Iam: 

(1) A farmer in Louisiana and Mississippi. 

(2) A stockholder and active in the management of the following rice driers 
and storage plants: Elton Rice Drier, Ine., Elton. La.: Elton Storage Co., Inc., 
Elton, La.; Mowata Rice Drier, Inc., Mowata, La.; Mowata Storage Co., Inc., 
Mowata, La.: Edmundson Storage Co., Inc., Rayne, La. These concerns handle 
approximately 12 percent of the Louisiana rice crop, and have over 500 farmer 
customers. We serve these farmers in drying, storing, selling their rice, and, 
also, in securing loans from Commodity Credit Corporation. The majority of 
these farmers do not belong to any recognized farmer organization. 

(8) A general partner, Edmundson-Duhe Rice Mill, Rayne, La., which 
processes and distributes in domestic ond foreign markets a quantity of rice 
equivalent to about 11 percent of the Louisiana crop. 

(4) President of Triple E., Inc., Algiers, La., which has been storing for 
account of the Commodity Credit Corporation approximately 20 million pounds 
of milled rice. This rice is in good condition, and quantities are periodically 
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withdrawn for use in the school-lunch program, for shipment in export markets, 
and other uses authorized by Congress. 


THE CRITICAL NEED FOR A STRATEGIC RESERVE OF RICE 


Whether or not a flexible price system for rice is enacted into current legisla- 
tion, Congress and all branches of the executive departments should give the most 
serious consideration to the desirability of establishing a strategic stockpile 
for rice because of the gravity of the international situation. 

Senator Lyndon Johnson and Senator Hubert H. Humphrey have recently 
advanced a policy advocating the use of our surpluses to create strategic 
reserves of food. This is fresh thinking—a different concept from our standard 
“viewing with alarm” where our efficient production and poor world distribution 
have resulted in surpluses. Joseph in Egypt correctly predicted the 7 years of 
plenty and the 7 lean years. We must conserve our national resources of food; 
we must prepare for the time when the Communists, like a plague of locusts, 
may again cause the scarcities which so recently we endured and which should 
be so vivid in our memory. 

The Communists’ blueprint for world conquest calls for control of the world 
supply of rice. 

A Communist expert in geopolitics could not plan more effectively a program 
designed to embarrass the United States, either in peace or in war, than the 
one which we are presently following. Communists are realists. They do not 
think in terms of balanced budgets or exclusively in terms of profits and losses. 
Their power politics follow the principle that control of fundamental goods can 
influence the destiny of the world. For this reason Red China moved into Korea. 
Korea was a producer of surplus rice and other strategic war materials. Being 
stopped in Korea, their next move was to seize the rice-producing portion of 
French Indochina. 

By controlling the food supply of Asia, it is possible to control the politics of 
Asia. Two countries remain in the Far East as nominally independent, and are 
suppliers of three-fifths of the world’s present trade in rice; Burma, with an 
annual export quantity of approximately 1,500,000 tons; and Thailand with an 
equal amount. Both of these countries have borders contiguous with Red China 
and lie under the ever-present shadow of Communist domination. Moreover, 
Burma has been forced to commit an appreciable percentage of its rice produc- 
tion to Russia and other satellite countries. 

As you know, the Communists continue in their attempts to gain control 
of Formosa and among the primary reasons is the fact that Formosa has his- 
torically been a producer of rice surplus, which has been used to supply Japan. 

We are committed to maintain the territorial integrity of Japan, Korea, For- 
mosa, the Philippines, and all countries this side of the line drawn by Presi- 
dents Truman and Hisenhower. 

Food in the Far East is virtually synonymous with rice. To illustrate, the 
average prewar (1934-39) consumption of rice in Japan, according to the United 
States Department of Agriculture figures, was 359 pounds per annum per per- 
son. The current consumption in Japan is estimated at 264 pounds, a level 
substantially lower than that of prewar, and a level at which ration control is 
being maintained. 

The prewar population of Japan was about 70 million persons. It is esti- 
mated that by the end of 1956 its population will be 90 million persons, and it is 
increasing at the rate of 1,200,000 every year. Japan is a deficit nation insofar 
as rice production is concerned, and must import annually about 1,200,000 tons 
of rice to maintain the present level of consumption. Nearly one-half of these im- 

ports are currently coming from Burma and Thailand. The other half is being 
supnlied by the United States, Formosa, Italy, Red China, Spain, and various 
Latin American countries, some of which were formerly deficit rice countries, 
but with our aid have now built up an export surplus. 

The stocks of rice in the inventory of Commodity Credit Corporation change as 
utilization is made under various programs, but at present they amount to 
approximately 12 million hundredweight, which quantity would be sufficient only 
to act as a stopgap for a brief interval in the event of any interruption in the 
continuous flow of rice to Japan alone from Burma and Thailand or any 
of the other countries. In view of this critical situation, we are pursuing a 
Suicidal policy of continuously restricting our production of rice, and are 
demonstrating an undue concern at the size of stocks being held by the Com- 
modity Credit Corporation. If we were to continue restricting our production, 
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thereby impairing our ability to again produce in the future, we will increase the 
dependency of friendly countries upon supplies from countries, which might, 
in the very near future, be controlled by Communist powers by external force 
or by infiltration of the governments. An interruption in the supply of rice to 
Japan and other Far East countries, which we are committed to defend, could 
well result in famine, food riots, and internal chaos, which would render these 
countries of lessened value as allies and might rapidly lead to domination by 
Communists. In peace, the least serious result would be a tremendous loss of 
prestige in the Far East. 

American rice might rather be used in a positive fashion to insure as far 
as possible the independence of the free nations of Asia. 

In international affairs we have been negotiating from a position of strength 
because of our possession of arms. How much stronger our position could be in 
the Far East if we were known to control a reserve of the world’s most important 
food? 

We would consider it ridiculous to become dependent on a foreign source for 
our supply of jet planes. In the Far East rice is more important than jet 
planes, yet we are allowing our allies to become dependent on supplies which 
can be controlled by Communists almost at will. 

Those of us in the rice industry, farmers and producers, can recall vividly the 
critical situation that existed in regard to rice supplies and production during 
the period from 1941 to 1949, when rice was essential to our own war effort in 
the Far East and upon termination of the war to the rehabilitation of the 
countries in the Far East. In those days rice was the most important item 
on the agenda at all international food conferences. As late as 1953, export 
of rice from the United States was still controlled by license. 

In 1951, production in the Far East had been restored to a large extent and was 
being supplemented by the increase in production in the Western Hemisphere 
and Europe to such an extent that a reduction in acreage within the United States 
was contemplated. On the inception of hostilities in Korea, the critical need for 
rice became app@#rent and Secretary of Agriculture Brannan requested the 
American rice p®@ducers to again expand production. The State Department 
urged strongly the removal of acreage allotments for rice in 1951 because of the 
impact of the Red propaganda in the Far East based on our restriction of 
production of this food when millions of Asiatic people were being rationed or are 
starving. Is this less true today? If we are concerned about Asiatic countries 
falling to the Communists, why do we reduce our acreage of rice when the 
Japanese are rationed on rice at present? 

To establish the strategic reserve for rice, the following factors should be 
considered : 

1. It is recommended that our military and global strategists make an evalua- 
tion of the amount of rice which would be required in the Far East in the event of 
war, in the light of our commitments to the various countries, and that a strategic 
reserve of rice be established in line with these estimates. 

2. In considering the danger of war in the Far East, not only will we have the 
question of availability of supplies, but we will immediately be faced with the 
enormous task of transporting such supplies as are available to the spot where 
required. 

We urge, therefore, the desirability, feasibility, and practicability of maintain- 
ing on-the-spot reserves at desirable locations, as determined by the military 
experts, with secondary reserves in our country. 

8. Rice is a product, which, in the normal course of harvesting and processing, 
has been dehydrated, containing only approximately 11 to 12 percent of moisture, 
and it lends itself readily to economic and efficient transportation. 

4. Rice, unlike many other agricultural products, can be stored almost in- 
definitely under proper storage conditions without deterioration. This is par- 
ticularly true of rice in its processed or milled state, and, in this condition, it is 
readily available for use. This statement is based on years of practical experi- 
ence of the industry in various countries and on the opinion of research 
scientists. 

5. Since it takes 1 year to produce a rice crop, the reserves should be a minimum 
of 25 million hundredweight of milled rice. 

6. The strategic reserves should in nowise interfere with or prejudice the 
use of Commodity Credit Corporation inventory in the programs approved by 
Congress for school-lunch feeding and for use in disaster, relief, and for experi- 
mental purposes. These uses will provide the necessary rotation of stocks. 
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7. To maintain our productive capacity and to avoid injury to our American 
farmers, who must remain on a standby basis to produce for war, it is only reason- 
able that having expanded our production, we be permitted to continue to enjoy 
a reasonable and legitimate share of the tremendous Japanese market, which 
can absorb any portion of our production which might otherwise be surplus. 

8. Administration of the strategic reserve of rice should be entrusted to the 
Defense Department and this quantity should, in its entirety, be excluded from 
the available supply when the Secretary of Agriculture makes a determina- 
tion of acreage allotments and the level of support prices. 

9. Because of the unique importance of rice in international affairs; it is 
strongly urged that the establishment of the strategic reserve for rice be effected 
independent of legislative action on any other commodity. 

10. No flexible-support plan can possibly succeed unless present stocks are 
removed from the available supply of rice. 


PROPOSED FLEXIBLE DOMESTIC SUPPORT PLAN FOR RICE 


A flexible-support plan, whereby production for the domestic market is sup- 
ported at one level, and production for export in the world market is supported 


‘ at a lower level, is the means whereby rice farmers can continue to produce with 


optimum utilization of land and equipment. The work of the Rice Program 
Development Committee in proposing such a system has been most able, and it is 
hoped that the system, as proposed, may be put into effect during the current 
year, thereby permitting intelligent, aggressive action on the part of rice export- 
ers in holding our share of export markets, in developing new markets, and in 
increasing our exports to such an extent that the Commodity Credit Corpora- 
tion will not be burdened with any additional stoeks under the support program. 

If farmers should continue a policy of producing rice only for a rigid high 
support price, they must price themselves out of the world market, resulting 
in increased surplus. Under existing legislation this surplus will cause a con- 
tinuing reduction in acreage, a vicious cycle of cause and effect. 

An official press release of the Department of Agriculture, dated December 30, 
1955, states : 

“The 1956 national acreage allotment of 1,639,084 acres is a reduction from the 
final national allotment of 1,928,334 acres for the 1955 crop of rice. This is the 
minimum acreage permitted by law, which provides that the national allotment 
for 1956 can not be less than 85 percent of the national allotment for the pre- 
ceding year (1955). If the allotment had been determined on the basis of the 
law's supply formula, the 1956 acreage would have been reduced to 936,302 
acres. 

To the credit of the rice industry, let it be recognized that the leaders are 
determined to make an aggressive effort to hold and expand foreign markets 
through private enterprise in cooperation with Government, rather than follow- 
ing a policy of producing for sale to the Government. 

While rice is the most important food in the world, the per capita consumption 
within our country is so insignificant that the quantity needed to supply this 
domestic market could be supported well over 100 percent of parity without 
causing any variation in consumption or any complaint from consumers. The 
high support would not be significant at the retail or consumer level, as this fact 
has been proven by actual sales policies over a period of years covering varia- 
tions of several hundred percent in retail values. 

Conversely, in the foreign market the American farmer must compete with 
rice grown by cheap hand labor in some countries, and by modern methods in 
countries benefited by our many foreign-aid programs which supply our ma- 
chinery, our experience, and our most advanced technical knowledge. 

Your committee, and Congress in general have properly been concerned about 
increasing the utilization of farm products. You have appropriated millions 
of dollars for research and other aids to increased consumption. Rice has a 
ready-made market in Japan and other foreign countries for two and a half 
billion pounds. No merchandising is involved, since the consumers prefer rice to 
any known feed. Rice is presently being rationed in Japan, and, if war oe- 
curs, or if the Communists gain control of the rice production in Burma and 
Thailand, Japan will be almost entirely dependent on the American rice farmer 
for sufficient food to exist. We must preserve our productive capacity. P 

Without considering these very evident facts, we have for 2 years continued 
to maintain a uniform high support price, to cut our acreage, and to increase 
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our surplus. We are irreparably damaging our ability to produce in an emer- 
gency. 
A composite support price, higher for our primary markets than for our export 
markets, will permit our farmers and processors to survive. 
Respectfully submitted. 
ErRNeEst BE. EpMUNDSON, Jr. 


The following representatives of the rice industry have endorsed the views 
advanced in this brief and as evidence thereof have affixed their signatures 
hereunto: 

Joseph L. Alioto, Rice Growers’ Association of California, San Fran- 
cisco, Calif.; George W. Brewer, Rice Growers Association of 
California, Sacramento, Calif.; L. C. Carter, The Arkansas Rice 
Rice Growers Cooperative Association, Stuttgart, Ark.; H. G. 
Chalkley, Lake Charles, La.; J. F. Collier, American Rice Growers 
Cooperative Association, Houston Division, Pearland, Tex.; 
teorge B. Blair, American Rice Growers Cooperative Association, 
Lake Charles, La.; Marshall E. Leahy, Farmers’ Rice Growers 
Cooperative, San Francisco, Calif.; M. W. Mauritz, Ganado, Tex. ; 
W. M. Reid, The Rice Millers’ Association, New Orleans 12, La.; 
C. N. Spicer, Stuttgart, Ark.; J. Otto Broussard, Edmundson- 
Duhe Rice Mill, Rayne, La. 


The Cuarrman. Mr. Dockery. 


STATEMENT OF JOE R. DOCKERY, RICE PROGRAM DEVELOPMENT 
COMMITTEE, CLEVELAND, MISS. 


Mr. Dockery. I would like to say that Mississippi has been in all 
of these committee meetings of this group, and we feel that this is 
the most sensible, commonsense approach to the matter that we know 
of and that it will tend to get the rice industry out of a. disastrous 


situation which they are in now. And it will also take the Govern- 
ment out of the rice business so far as commodity credit loans are 
concerned. 

I have had some experience with other commodities which are in 
surplus and I believe this is the best approach to alleviating a bad 
situation. 

Those of us in “Mississippi are 100 percent behind this committee’s 
aims. 

Thank you. 

The Cuatmrman. Thank you. 

At this point, I wish to place in the rceord a statement of the Ohio 
Farm Bureau Federation, by Douglas R. Stanfield, executive sec- 
retary, a statement by Mr. C. V. Cochran, Route 2, Topeka, Kans., 
and a statement by the American Cotton Manufacturers Institute. 

(The statements are as follows:) 


STATEMENT FILED By DouGLas R. STANFIELD, EXecUTIVe SECRETARY, 
OnI1O FARM BuREAU FEDERATION 


The Ohio Farm Bureau Federation appreciates this opportunity to present 
to this committee the thinking of its members regarding revisions of the present 
farm program. 

Our organization is composed of 50,000 farm families and our objective is to 
increase farm income and improve rural standards of living. We are mem- 
bers of the American Farm Bureau Federation and cooperate with our national 
organization in the development of agricultural policy. 

We must be concerned with bringing about improvements in the present 
program because agriculture is not sharing equitably in the general prosperity 
of the country. 
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In 1955, we held more than 3,500 policy-development meetings throughout the 
State with our members to ascertain their thinking on what might be done by 
themselves and the Government to improve the farm-income situation. We 
believe that our 1,500 Farm Bureau advisory councils give us a rather accurate 
picture of what Ohio farmers are thinking. Farm Bureau advisory councils 
are groups of 10 to 12 farm families who meet monthly in farm homes through- 
out the year studying farm problems and seeking sound solutions. One of their 
chief concerns the past year has been the drop in net farm income. 

Farmers continue to be in a severe cost-price squeeze. Net farm income has 
declined seriously—28 percent since 1951. Products which farmers must pur- 
chase for production purposes continue to increase in price. National legisla- 
tion could improve this inequitable situation. 

We believe in the principle of variable price supports. Flexibility in meet- 
ing new conditions is just as important in agriculture as it is in any other 
business. Our present surpluses make it impossible for variable price supports 
to operate effectively. Too much land, labor, and capital have been devoted to 
agriculture in recent years to permit adequate returns to be obtained per 
unit of resources. The 90 percent price-support system worked to give us the 
results needed under wartime conditions but under present conditions has con- 
tributed materially to our surplus problem and has prevented agriculture from 
adjusting to a peacetime economy. We are living in a decade when our pro- 
ductive capacity has been increasing 3 percent a year and our consumptive 
capacity has been increasing only 2 percent a year. This requires that greater 
attention be given to reducing resources devoted to agricultural production to 
bring supply in line with demand for agricultural products. Therefore, we 
recommend that the present farm program be continued and make the following 
suggestions which we believe would improve the present farm-income situation. 


1. SOIL BANK 


We should add to the present farm program some means of adjusting pro- 
duction to bring supply of agricultural products in line with demand. In order 
to get this adjustment we recommend the development of a soil bank along the 
lines recommended by the President in his farm-program message of Janu- 
ary 9, providing for an acreage reserve and a conservation reserve. We believe 
that such a program would definitely move to bring supplies in line with effec- 
tive demand, improve the income situation of the farmer, and build up one of 
our greatest natural resources—the soil. 

The extent of participation under the acreage reserve plan and under the 
conservation plan would depend upon the size of the payment made to the 
farmer. We believe that these payments should be large enough to get par- 
ticipation which in turn would make possible the other objectives previously 
mentioned. A voluntary plan would be more acceptable to Ohio farmers than 
a mandatory plan. 

In addition to the payments that would be made for underplanting the acreage 
allotments which should compensate a man for normal returns, a fair rental 
on the productive value of the land plus out-of-pocket expenses for conservation 
practices necessary would encourage land being taken out of production in- 
cluding whole farms now being farmed by part-time farmers, absentee landlords, 
and others. 

The level of payment for this land will determine the number of acres that will 
voluntarily be taken out of production. A large enough percentage of land 
inust be taken out of production to bring current supply in line with demand plus 
an additional amount to reduce the surpluses. Certainly there should be no new 
land brought into production while surpluses exist, and the rental returns on 
Government lands now producing agricultural products should be high enough to 
make them self-liquidating. 


2. LOW-INCOME FARMERS 


There is a definite need for a program to assist and help adjust low-income 
farmers so that they might obtain higher income in or out of agriculture. In- 
dustrial decentralization in southern and southeastern Ohio is already playing 
an important role in this area. 
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8. RESEARCH 


There is continued need for research with special emphasis on marketing 
problems and with increased attention given to reducing the margin between 
the producer and consumer and returning a fair share of the consumer’s dollar 
to the farmer. 


4. FAMILY FARM 


The eflicient family-type farm, which of necessity must be an economic unit, 
is the backbone of our Ohio agriculture, and we believe the proposed program 
of the President—especially the soil-bank features—plus the provision for some 
limitation on the size of loans would aid materially the family-type farm as it 
comes into competition with corporation farming. We have some of the latter 
in Ohio, and we certainly should do nothing in a Federal farm program to 
encourage corporation farming. 


5. TRADE 


There are two basic approaches to reducing the surpluses. One is that of 
increasing consumption, both at home and abroad, and an adjustment program. 
We believe the soil bank provides an effective adjustment program with definite 
conservation advantages. But, in the long pull, we must expand our markets 
and increase world trade in farm products—imports as well as exports. 

We should attempt to increase the exporting of farm products through normal 
exchange channels by accepting local currency or needed supplies from foreign 
countries that need our supplies, by placing more emphasis on quality in export 
items, and by gradually lowering trade restrictions on all commodities. 

Our first attention shoud always be directed toward increasing our normal 
trade with other nations but we should continue aid to friendly nations by 
technical assistance and by supplying them with our agricultural surpluses 
through voluntary agencies of the churches and other groups registered with our 
Government for this purpose when consistent with our foreign policy. 


6. QUALITY PRODUCTS 


It is important to all farmers in the area producing soft red winter wheat and 
to farmers in certain areas producing soft white wheat that the wheat portion 
of the Federal farm program be revised to reduce production of hard red winter 
wheat which has created the present surplus. This calls for recognition in the 
program that different types of wheat are used for different purposes and that 
within types of wheat there is a very great difference in the value of different 
varieties. Grain standards should be revised to recognize the different kinds 
and varieties of wheat as well as to improve the quality of wheat on the domestic 
market and to make our wheats competitive on the foreign market. 


7. FARMER COOPERATIVES 


Besides a Government program the farmer must be active in helping himself. 
Farmer cooperatives provide an important means whereby farmers can help 
themselves. Here in Ohio for example the Ohio Farm Bureau Cooperative 
Association saves its patrons 8 to 9 cents a bushel per year on grain stored in its 
terminals. Similar savings are made on production supplies. In this way 
farmer cooperatives help materially in the cost-price squeeze in which the 
farmer finds himself. 

8. RAILROADS RATES 


The railroads are proposing a 7 percent general increase in freight rates to 
become effective February 25, 1956. If permitted to become effective, the cost- 
price squeeze confronting the Ohio farmer will be further aggravated. 

The statement of the railroads before the Interstate Commerce Commission, 
in justification of the proposed increase, states that this country is enjoying the 
greatest wave of prosperity in its history. We submit that this does not correctly 
portray the condition of agriculture. 

Here is a sobering example of the effect of the freight increase on an Ohio grain 
farmer. The grain farmer stands the transportation cost to the consuming mar- 
ket. Therefore, the day the freight increase becomes effective the price paid to 
the farmer will be dropped to reflect the 7 percent increase. At the same time 
materials purchased by the farmer will go up to compensate for the increased 
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transportation cost. At the present time a farmer in Ohio must produce 50 
bushels of corn to pay for 1 ton of fertilizer. If the increase becomes effective, he 
will then have to raise 52.1 bushels of corn to buy the same ton of fertilizer or 
the cost will be increased 4.2 percent. 

In conclusion, I want to say again that Ohio farmers are not sharing fully 
in the general prosperity. For this reason we are in substantial agreement with 
the soil-bank plan advanced by the administration and believe that it will work 
on a voluntary basis provided the payments, in cash or in kind, to the farmer are 
adequate to secure his participation. We also believe that it is of the utmost 
importance that early action be taken in order that as many as possible of the 
benefits of such a program will accrue to farmers in 1956. 





STATEMENT FiLep spy C. V. CoCHRAN, TopeKA, Kans. 


My name is C. V. Cochran of Route 2, Topeka, Kans. I am a farmer, living on 
the farm and have no income other than from the farm. I am secretary of a 
small local grain cooperative elevator, the Kaw Co-Operative Association of 
Topeka, Kans. ; however, I am not speaking as a representative of that organiza- 
tion but as an individual. I farm about 300 acres of land in wheat, corn, alfalfa, 
milo, oats, barley, and soybeans. I also raise and sell 50 to 100 hogs per year 
and my wife has about 200 hens. We have what We think is a diversified program. 

In my opinion the present so-called farm problem will never be solved until 
the present mountainous surpluses are disposed of. The inexorable law of supply 
and demand will not be repealed. We did set it aside, we thought, but it now 
has caught up with us and we are suffering the penalty. The determining factor 
in the price of any commodity is, sooner or later, the quantity of that commodity 
available; a relatively small shortage or a relatively small surplus is very 
important in the determination of the market price of any commodity. I believe 
that if we did not have, at the present time, the stupendous surpluses, we would 
not be here today discussing the farm problem. 

So, it seems to me, our present problem is to dispose of the surpluses. I 
realize the difficulties of doing that. They are many. But perhaps they are not 
insurmountable. Many suggestions have been made, most of them good as far as 
they go. ‘The school lunch program, the food stamp plan, an expanded crop use 
program in crop utilization in the manufacture of synthetics, plastics, and other 
products, the CARE program, various church and charitable organization pro- 
grams, and perhaps many others have been brought to your attention. But all 
of these together, unless they are expanded many, many times will be only the 
proverbial drop in the bucket. 

Last week I listened with much interest to Senator Capehart’s explanation 
of his bill to your committee. Here, it seems to me, is the greatest opportunity 
for the solution of our surplus program. It includes not only the outlets listed 
above, but makes it worldwide in scope. If we could distribute our problem to 
the millions who go to bed every night hungry, and who do not have sufficient 
clothing, our problem would not last very long. I hope the Capehart bill or 
some modification of it will pass, for I believe it will go far toward solving the 
first part of the farm situation. I realize its difficulties but surely they are no 
greater than our present difficulty. 

This program will be assailed as a giveaway program. The enormous loss 
to the Government will be proclaimed from the housetops. But let me remind 
you, gentlemen, that the commodity storage costs are also a loss. I have seen 
estimates of this cost as high as $1 million per day. You gentlemen have more 
accurate information as to that than have I But it is a tremendous cost. 

Then there is another cost. That is in the deterioration of quality of the 
commodity stored, particularly of grain. At St. Joseph, Mo., there are a large 
number, perhaps 100, of huge tents, cirecus-tent size, which are being used for 
Wheat storage. Each tent, I am told, shelters about a million bushels. They 
have been there about 2 years. I do not speak from personal knowledge, but I 
have been told that a large percentage of that wheat hs spoiled, is no longer 
fit for human consumption, or even for feed for livestock. If this is true, there 
has been a terrific loss there, and such storage should not be continued. 

The second part of the solution of the farm problem is to see that surpluses 
aire not again built up. This I believe can be accomplished through the soil-bank 
plan—retiring producing acres from production, payment by the Government of 
a fair rental value to the farmer as an incentive to him for such retirement. It 
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should be required that the retired land should be planted to soil-building, con- 
servation crops, for the time will come, with our ever-increasing population, when 
this land will be needed. 

I believe that this program should be compulsory. It will be self-defeating 
if only half of the farmers participate. I know farmers quite well. They are 
like anyone else. If a farmer thinks that he can gain an advantage by a certain 
course of action, he will pursue that course no matter what the consequenc: 
will be to his fellow farmers. It is to the interest of all farmers that this 
problem be solved, and every farmer should do his part toward making tlie 
solution possible. Most farmers are accustomed to the functions of the county 
ASC committee and will understand its regulatory powers. 

I think some provision should be made to portect the family-size farm. On 
such a farm it is his own labor that the farmer is paid for. This is not true 
of the large or corporation farm. There, the labor is a cost, an expense. But 
not so for the small farmer. Perhaps the size of the farm where the breaking 
point should be made would be hard to define, owing to various condtions, | 
believe that a limitation on the amount of money paid to any one farm would 
be a more practical way. 

I want to express my thanks to you, Mr. Chairman, and gentlemen of the 
committee for giving me your time. I hope my suggestions will be of some value 
to you. I hope that you can work out something soon, for the 1956 crop yea 
if possible. 





STATEMENT FILED BY THE AMERICAN COTTON MANUFACTURERS INSTITUTE 


Due to the very wide range of items manufactured by the cotton spinning and 
weaving industry of this country and the world, practically every grade and 
staple of cotton grown in the United States can be utilized, provided the price 
relationships among all the various qualities properly reflect the relative spin- 
ning value and performance of each individual quality. Accordingly, if cotton 
is to become and remain competitive both with synthetics and with foreign 
growths, it is imperative not only that the base price be realistic but also that 
the price relationships among the many qualities of the product be based on 
true value. 

The price differentials on various qualities of cotton, or “differences” as they 
are known in the trade, should properly be established by the law of supply and 
demand. Regardless of the level of the base price support afforded under any 
support program of the Federal Government, the relationship of the support 
prices of the various grades and staples should be as free as possible to reflect 
the changing needs of the consuming establishments and the conditions existing 
when the crop is grown. Otherwise, cotton faces a very real competitive disad- 
vantage at home with synthetics and abroad with synthetics and foreign growths. 

The present law establishes Middling %-inch cotton as the base grade for 
the support program, with premiums and discounts geared to this quality. At 
the time the law was originally enacted, it was logical that Middling %-inch 
should be the base grade, because the futures contract was based on this quality, 
and it more nearly represented the average of the crop. Today this particular 
staple length is produced in very small quantities relative to total production 
in the country, and is one of the shortest staple cottons in common use. The 
great bulk of cotton produced and consumed domestically is of considerably 
higher value than this quality and therefore sells at a premium over it. 

Because the base grade and staple (Middling % inch) is at the lower end of the 
value scale, a permanently artificial and distorted relationship is established 
between the better qualities of cotton and the poorer. This automatically means 
that in times when the better qualities are in surplus they command a lower 
relative price than the base quality, and market demand for the shorter staples 
is virtually destroyed. The logical result is that the bulk of the short staple 
cotton goes into the Government loan at an artificially high price in relation 
to the cotton constituting the bulk of the demand. With relative values dis- 
torted when the cotton enters the loan, and with a rapid buildup of carrying 
charges, this cotton has very little chance of being repossessed and entering 
normal channels of trade and consumption. Hence, both the Government and the 
cotton industry as a whole lose. 

In order that the differences can properly reflect the spinning value of all 
qualities of cotton and in order to reestablish markets for all the qualities pro- 
duced in this country, it is essential that the base grade and staple for purposes 
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of price support be set at approximately the average grade and staple of produc- 
tion and consumption in this country. In this manner the better qualities will 
assume normal premiums and the lower qualities will assume normal discounts. 

We understand that in considering a proper “base grade” for the cotton 
loan program, various groups have suggested either the “average of the crop” 
or “Middling 1 inch.” Actually, either method would accomplish the basic 
objective of making possible a realistic and practicable adjustment in quality 
price differentials. However, to insure maximum efficiency of the loan pro- 
gram and the whole cotton marketing operation, it is our belief that a base of 
Middling 1 inch is preferable. Our primary reasons for this preference are 
(1) the “average of the crop” cannot be determined until near the end of the 
marketing season, meaning that the loan base could not be geared to any current 
crop; (2) the average of a current year’s crop could vary materially from the 
average of a previous year’s crop, making unrealistic and perhaps unfair to the 
farmers a loan based on “average of the crop’; (3) bearing in mind that both 
cotton merchants and cotton mills must plan their operation months in ad- 
vance, rather serious problems could be created throughout the marketing struc- 
cure by the uncertainty of the loan base from 1 crop year to another; (4) effective 
with the October 1956 futures market contract, both the New York and New 
Orleans Cotton Exchanges are changing over to Middling 1 inch as the basis for 
all cotton futures contracts. In the interest of the overall efficiency of the 
marketing structure, there is much to be said for having the loan base and the 
futures contracts geared to the same quality. 

If the Congress determines that the loan base should be changed—and it is 
our strong hope and recommendation that this be done—it will then be necessary 
for the Department of Agriculture to establish differentials which reflect as accu- 
rately as possible the relative values of all grades and staples. A careful exam- 
ination of historic differences will provide a realistic schedule of such differen- 
tials. 

A program of this type would encourage the production of the better qualities 
of cotton which are most in demand, would insure that all stocks accumulated in 
the support program were more representative of the true supply-demand rela- 
tionship—in time of shortage as well as in time of surplus, and unquestionably 
would improve cotton’s position as it faces the serious competitive challenges 
of the future. 





The CuarrMan. If there is no one else to be heard, the committee will 
stand in recess until tomorrow at 10 o’clock to meet in executive 
session. 

(Whereupon, at 4:45 p. m., the committee recessed to reconvene at 
10 p. m., Tuesday, January 24, 1956.) 

(Additional statements filed for the record are as follows:) 


STATEMENT FILED BY THE HONORABLE HARLAN HAGEN, REPRESENTATIVE IN CON- 
GRESS FROM THE 14TH CONGRESSIONAL DISTRICT OF CALIFORNIA 


I would like to submit my views on some of the proposals before your com- 
mittee which have been submitted by the Secretary of Agriculture and others 
with respect to a legislative program for farmers in 1956. 

It is very unfortunate that these proposals were not made earlier because 
in my opinion an inadequate time for their consideration will be had if they 
are to be acted upon early in this session of Congress. Matters of economic 
import are extremely complex and it is sometimes difficult to determine exactly 
what the effect of proposals will be until all elements of the segment of our 
economy most directly affected have ample time to analyze them. Inasmuch, 
however, as you have indicated that action will be taken, I submit my reactions 
at this time. 

None of the proposals which have been advanced with strong backing touch the 
basic problem of crops with respect to which we have an export market, to wit, the 
problem of recapturing that market by more competitive methods of pricing 
for export sale. Some solution to this question is basic unless we are to recon- 
cile ourselves to a lower level of United States production permanently or a 
temporary lower level while waiting for United States consumption to increase 
with our growth in population. 
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In my opinion, any propsal for diversion of acreage into a soil-bank program 
should be completely voluntary unless provision is made to base payments on 
the dollar productivity of each parcel of land. Unless this feature is in the 
law, the most efficient and productive farmers will be unduly penalized and it 
such a feature is not in the law, retirement of acreage should be accomplished 
strictly on a voluntary basis. 

It is my understanding that you are considering programs for limiting partici 
pation in support loan programs on the basis either of volume of production or 
gross value of production. One method of accomplishing this would be to have 
a cutoff point of a certain amount of gross value beyond which no support loans 
would be available. Another method would be the decrease of parity level of 
the support loan with respect to increasing increments of production by a single 
producer—somewhat the reverse principle of the graduated income tax where 
the rates proceed upward. If you are seriously considering these proposals, 
which have merit, if properly devised, first recognition should be given to the 
problems of the farmer who is most valuable to our economy, both in terms of 
production and perpetuation of what might be described as an American way 
of farm life. I am referring to the farmer, who on the basis of past perform- 
ance or admitted capabilities, is either earning or will shortly earn an income 
which permits a decent standard of living on the farm or the immediate possi 
bility thereof—a standard of living which is appealing to his descendents who 
should comprise our future farm population. In other words, levels of partici 
pation in the maximum support program should not be directed at farmers at 
the bottom of the economic pile nationwide, who cannot be made into substan- 
tial farmers without some kind of a program amounting to a social-welfare 
program. If basic commodity laws are used to help this latter individual almost 
entirely, we risk the danger of sinking those farmers who make the largest 
contribution to our society. 

I am thinking now of the farm picture in California. In the light of the costs 
of farming under irrigation in California, I would suspect that the median farmer 
would possibly gross anywhere from $60,000 to $100,000 a year, in order to secure 
an income adequate to support himself and his family. To be certain that a 
program of cut-off and declining support values would not be destructive to the 
great bulk of farmers in California, such proposals should not be lower than 
some figure between $75,000 or $100,000 gross income. I would like to state also 
that any provisions of this character should recognize that the farmer who owns 
and operates his own farm should be treated equally with the landowner who 
operates a farm through tenants or sharecroppers. In other words, if there 
is to be such a limitation, it should apply to the owner of land whether he farms 
such land himself or operates it through the device of sharecropping and 
tenantry. 

I am certain that-there is a great deal of merit in proposals to base support 
levels on quality of product. Perhaps in this emergency situation, consideration 
should be given to rewarding producers of quality products with larger quota 
allotments to counteract the general reduction in prices which may occur as a 
result of downgrading the support on lower quality products for which there is 
no effective demand at present and past support levels. The purpose of such a 
program is to discourage production of commodities produced solely for sale to 
the Government and the existence of such a quota bonus would give added in- 
centive to a shift in production, either to higher qualities of the same commodity 
or a complete cessation of production of that commodity. 

I think consideration should be given to a requirement in the law with respect 
to tenant and sharecropping relationships that a support program will not be 
available except in the case of arrangements guaranteeing certain minimum pro- 
tection for the tenant or sharecropper. I am certain that such a requirement 
would do much to help the economic status of that group of farmers who are in 
our lowest farm income-tax bracket. I think it is very apparent that some 
program outside the basic commodity program is necessary to improve the 
prospects of those farmers who are in a gross income-tax bracket of $2,000 or 
less. No tinkering with levels of support or similar aspects of basic commodity 
programs can greatly help such individuals. Their problem is rather one of 
education and social unlift generally; or the removal of that individual from 
the classification of a farmer. It is ironic that of the population in this country 
which has an inadequate diet and presumably could provide an increased market 
for farm products, approximately half of them are part of the farm population. 

I am convinced that another aspect of the farm problem which should be 
touched upon by your committee by way of resolution to the taxing committees 
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of Congress is the question of Federal tax on transportation. This tax should 
be eliminated. It is an unnecessary burden on farmers who have to ship their 
product long distances for sale. Initially, the tax was initiated as a method of 
raising emergency wartime money and as a discouragement of unnecessary 
transportation. Both of these justifications have since disappeared. 

With respect to programs of buying pork in order to help the price of hogs, it 
has become apparent that such a program has failed because such purchases are 
made in the form of purchases of byproducts or canned products. These pur- 
chases are inordinately costly in terms of the removal from the market of the 
raw material which the farmer produces. It is not unreasonable to assume that 
an aggressive administration could devise means of purchasing fresh meat in the 
beef or pork categories for distribution directly into the school-lunch and other 
programs to the end that Government purchases do not largely benefit processors 
as contrasted with producers. 

In considering any overall farm bill, consideration should also be given to the 
establishment of a program for Federal marketing orders for potatoes. It is my 
understanding that the potato industry has come to the conclusion that stand- 
ards are needed for eliminating inferior grades of potatoes from the interstate 
market to the end that the producer receives the maximum return per unit of 
product. Members of committee are undoubtedly aware of these proposals ad- 
vanced by the potato industry nationwide. This is a form of self-help which 
has worked very satisfactorily with respect to numerous commodities. 

Finally, I would like to state that early and prompt action should be had on 
the House committee bill extending the Sugar Act with modifications. This pro- 
posal will assure your sugar producers a larger share of our expanding domestic 
sugar market and provide an alternate use of United States farm acres in many 
areas. Its adoption should do much to relieve some of the farm problem in such 
areas. 


CHILLICOTHE STATE BANK, 
Chillicothe, Mo., January 14, 1956. 
Hon. STUART SYMINGTON, 
United States Senator, Washington, D. C. 


DeaR SENATOR SyMINGTON: The farmers of Livingston County, Mo., desire to 
submit the enclosed suggested farm program to you for consideration and action 
at an early date. 

This program was drafted after extensive study and many meetings by the 
five-man farmer committee listed below. It was approved by the farmers of 
Livingston County on January 12, at an open countywide meeting with their 
instructions to forward a copy to you and other interested Members of Congress. 

We trust that you will find it contains some sound recommendations that you 
can use immediately in helping solve our farm problem. We urge you to act soon 
so that our farmers may see the economic results in 1956. 

Sincerely yours, 
Marron D. MURRAY. 
HoLton RICKENBRODE. 
RaLpH WIGFIELD. 
Evan HUTCHINSON 
Epveéar PorpHaM. 


LIVINGSTON CouNTY, Mo. 


The following points are suggested for a broad framework of a farm program 
which takes the current problems into consideration while moving into the long- 
range program. These suggestions recognize the existence of (1) large supplies 
of grain owned or controlled by the Government (2) an economic condition which 
must be corrected immediately so as to increase the farmer’s net income in 1956. 

This suggested program is built on the following seven specific recommenda- 
tions : 

1. To insure adequate supplies of food for the Nation produced at a fair profit 
for farmers, it is recommended that a total grain crop acreage allotment be estab- 
lished for each farm. The farmer will be free to make his own decisions as 
to crops planted. This will permit: 

(a) Encouragement of good land use: 

(1) Grain crops would be produced in the regions where they could be 
produced the cheapest with least land damage. 

(2) Good rotations could be planned to take into consideration soil, slope, 
and amount of topsoil left. 
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(3) More efficient planning would be possible for the grain and roughage 
needs of the farm operation. 

(Db) Less Government interference with the farming operations. Only one 
land acreage measurement will be necessary to determine compliance with the 
total grain crop acreage allotment, as compared to the multiple measurements 
necessary under the present system of specific crop allotments. 

(c) Greater acceptance by farmers because the program will be voluntary and 
based entirely on freedom of farmer action. The benefits from cooperation 
with the program will be such that a majority of farmers will want to participate 
and thus accomplish the intended results. 

The total grain crop acreage allotment for the United States will be established 
by the Secretary of Agriculture, based upon his estimate of next year’s domestic 
and export needs. The individual farm TGCAA shall be established by the county 
ASC committee and shall be based on land capability or cropping history, as 
desired by the landowner. 

The following soil bank features are recommended: 

(1) All cropland above this TGCAA shall be seeded to adapted grasses and 
legumes, or some adapted soil-building practice established which is recom- 
mended for the area, and the Government shall pay a reasonable share of the 
cost of establishing the conservation practice. 

(2) To further encourage building of soil fertility for future production of 
food when needed and to further reduce current production and existing surplus 
supplies, the Secretary of Agriculture shall be authorized to furnish each farmer 
a quantity of Government-owned corn equivalents in an amount equal to his 
normal average production for each acre the farmer is willing to reduce below 
his TGCAA, 

2. For compliance with this TGCAA each farmer shall be permitted to receive 
100-percent-parity price for his grain in accordance with the following 
procedure: 

(a) All grain for loan purposes will be based on its established feed value 
with corn rated as 100. This practice will encourage all surplus grains to 
flow into livestock feed channels with a feed value price relationship. 

(b) All grains eligible for 100 percent parity support prices shall be stored 
in suitable farm storage or in commercial storage supported by warehouse 
receipts. 

3. To prevent further accumulation of grain in storage, the Secretary of 
Agriculture shall advertise and sell by separate storage lots to the highest 
bidder once each month, or periodically, all Government-owned grain which 
is determined to be in excess of 1 year’s domestic and export needs on that 
date. This will prevent unnecessary storage of grain above the national needs 
for a 12-month period and thus reduce administrative and storage costs. This 
periodical sale of Government-owned grain will help establish the price of free 
grain at a level which will encourage participation in the program. 

4. Immediate inauguration of a maximum free school lunch program. At 
the present time, only one-third of our school children participate in the pro- 
gram. To achieve a maximum school lunch program, each schoolchild should 
have a wide choice of nutritious and high protein value foods, served cafeteria 
style in amounts according to each child’s desires. We feed our children in 
our public schools mentally, and what better use cofld be made of our vast 
supply of surplus wholesome food than to feed them physically one meal each 
schoolday. 

5. It is recommended that a food stamp plan be inaugurated immediately for 
the old age and other needy groups. This will be wise use of a portion of 
our present and future surplus food supplies. 

6. The disposal of our excess food supplies through our churches to needy 
foreign nations which cannot buy from any nation should be continued and 
expanded. Full church control of distribution should be permitted with the 
Government acting as the donor. 

7. Immediate direct economic action: The following specific recommendations 
are made to alleviate the current economic conditions confronting the farmer 
and are to be considered only as temporary measures to be used until the 
farmer is receiving 100-percent parity in the market place: 

(a) A direct subsidy payment to the farmer on all hogs, 200 pounds and 
under sold for slaughter, which will insure parity for the producer. 

(b) A direct subsidy payment to the farmer on all good to prime cattle up 
to 1,000 pounds in weight sold for slaughter which will insure parity for the 
producer. 
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(c) A direct subsidy payment to the farmer on all good to prime lambs up 
to 100 pounds in weight sold for slaughter which will insure parity for the 
producer. 

(d) Nosubsidy payments shall be paid to packer-feeders. 

(e) The total of all subsidy payments plus CCC grain loans shall not exceed 
$20,000 for any one individual, partnership, or corporation. To be eligible for 
subsidy payments on livestock, the farmer shall have complied with his TGCAA. 

We recommend that these measures be put into use immediately to help 
lighten the burden of the current price-cost squeeze closing around the farmer 
and to help stabilize agricultural production and prices for the long-range future. 


SPOKANE COUNTY POMONA GRANGE, 
Fairfield, Wash., November 19, 1955. 
Hon. WARKEN G. MAGNUSON, 
Senate Office Building, 
Washington, D. C. 


DEAR SENATOR AND ALL CONGRESSMEN FROM THIs State: With the farm prob- 
lem certain to be an important factor in the new session of Congress as well as 
the coming election; this letter is written in the belief that you as Congressmen 
will be interested in the opinion of local constituents back home. 

Here in Spokane County, State of Washington, we have a diversity of pro- 
duction that includes grains, legumes, hay, dairy and poultry products, fruits 
and vegetables. With such a diversification our grange discussions cover a broad 
and inclusive survey of the agricultural situation, and conclusions reached 
therefore represent more than a mere personal attitude. 

We believe the farm problem can never be solved other than by sound eco- 
nomic principles, void of politics, and motivated by the ethics of equality and 
fair play. The experiences of farm programs during the past 25 years seems 
to verify this and should serve as criterions for the future. 

It still remains that we reap what is sown, and though we can deceive our- 
Selves We cannot fool nature. That which is false in principle will prove itself 
as will the true precepts of sound logic. 

So it is with the policy of flexible supports for agriculture in an economy of 
fixed prices for industry and guaranteed wages for labor. The results are in- 
evitable. Likewise the theory of rigid supports reveal its faults when applied 
to all-out production. The natural incentive therefrom was for quantity pro- 
duction irrespective of use of the product or maintenance of soil fertility. The 
accumulative results of these two policies is a large surplus of doubtful quality, 
deterioration of the soil, and a declining farm income. 

Our conclusion is that the farmer is entitled to full parity for that portion 
of his production necessary for @omestic requirements, according to its use. 
That under such limitations surpluses would not accumulate as a burden nor be 
an expense to the Government. This will necessitate placing quotas in terms of 
units rather than acres which should create emphasis for quality rather than 
quantity production. Since soil fertility is important in quality production, 
soil building should become the incentive rather than depletion. 

It is now well proven that production controls alone cannot assure success, 
hence the only other avenue of approach is in the marketing field. Congress 
has taken noteworthy stands along this line. The Agricultural Marketing Act 
passed in 1929 is very notable, declaring it “to be the policy of Congress to pro- 
mote the effective merchandising of agricultural commodities in interstate 
and foreign commerce, so that the industry of agriculture will be placed on a 
basis of economic equality with other industries.” 

As a result of this act and the Capper-Volstead Act of 1922 farmers have be- 
come well organized to market cooperatively, lacking only systematic proced- 
ures, stable prices and surplus controls to really become effective. Even the 
perishable commodities now have cooperative market outlet in the American 
National Foods, Inc., which grew out of the Marketing Act of 1929. Conse- 
quently many perishable commodities are now marketed under one brand, known 
as the Blue Goose, and in many markets both at home and abroad. 

Congress made another notable move in 1933 when under the Agricultural 
Adjustment Act it declared its policy “to establish and maintain such balance 
between the production and consumption of agricultural commodities and such 
marketing conditions therefor, as will reestablish prices to farmers at a level 
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that will give agricultural commodities a purchasing power with respect to 
articles that farmers buy.’ This latter now better known as parity. 

The above two objectives have never been combined in a workable enterprise. 

teducing parity to fractions instead of reducing its application to domestic 
requirements was a default in declared policy. Under present supports the 
Government has become the marketing agency which is not its natural function. 
Likewise the producer being divested of responsibility in surplus control and 
marketing efficiency has only a selfish motive to follow. 

The ideal objective would seem to be one in which the Government provides 
cooperation in determining parity prices, marketing quotas, and financial assist 
ance, with a maximum of farmer administration. This comes under the category 
of self-help such as requested by the dairy industry under the recommendation 
of the National Milk Producers Federation. 

Encouragement of the self-help principle to induce farmers to assume more 
responsibility in the marketing and surplus control of their own produce might 
well call for a Federal Farm Board representing all the segments of agriculture 
as near as possible. Such details are included in the booklet enclosed which we 
drew up a few years ago. 

This idea applied to wheat would call for a representative corporation per- 
forming many of the functions of the Commodity Credit Corporation with 
surpluses becoming the responsibility of the producer. Under such a program 
surpluses could be pooled for export at world prices. They could be used as a 
premium in kind for a national full-coverage crop-insurance program that 
would also serve as an ever-normal granary. Controls could be administered 
by the present agricultural stabilization committees with marketing through 
regular channels under the direction of the national corporation. 

The problem of financing, especially for seasonal commodities, is always an 
important factor. The dairymen in their request for a self-help program ask 
for a Government appropriation of half a billion dollars. A more logical 
solution would be for Congress to give to the Banks for Cooperative the right 
to create the credit they use in such financing, as private banks are privileged 
to do. They could then finance any such project at administrative cost. The 
Banks for Cooperatives are well proven in their experience in financing and 
guiding cooperative ventures. They are limited in funds however and since their 
projects involve only credit the right to create it should be their privilege. 
Either this or Government appropriations. 

As an objective such an overall program will be difficult to attain with the 
Government holding large quantities of surplus commodities in storage as a 
threat to the market, especially in the case of wheat. The transition will likely 
have to be gradual because of this surplus and the storage space it occupies. 

A proposal in this direction is the so-called domestic parity plan. It is not 
an end in itself but could become the means to such an end for surplus commodi- 
ties. It recommends full parity for wheat on domestic requirements for food, 
the money to be raised by millers purchasing of certificates, which of course 
would be passed on to the consumer. Such a policy may be questioned as it 
is the same principle as the processing tax included in 1988 AAA which was 
later declared unconstitutional. 

For the domestic parity plan to begin under the existence of large surpluses 
would necessitate both bushelage quotas on domestic food requirements and 
acreage allotments on feed wheat with a support price sufficient to prevent it 
from disrupting the price of corn. It would be better for such feeds as oats 
and barley to be without supports as they only create more surpluses. 

With the encouragement of producer-controlled marketing under the full parity 
concept, the disposal of Government surpluses abroad when and where possible 
either at world prices or for starvation relief, and at home as relief under 
a food-stamp plan; a glimmer of success can be visualized for the future. 

One factor long talked about but never promoted that should be applied in 
conjunction with the full parity concept is preservation of the family-sized farm. 
This could be done in the case of wheat by giving each producer a minimum 
of say 1,500 bushels in marketing certificates providing his farm has a produc- 
tion record of at least 3 years. This is applying the same principle as the income- 
tax exemption to marketing. The decrease in farm population and increase in 
the size of farms is a serious trend toward concentration of wealth and popula- 
tion. That, incidentally, is another reason why fractions of parity make no sense 
in the security of agriculture. 

Farm programs to date have given little encouragement to the producers of 
perishable commodities. In this field we suggest legislation giving producers 
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the right to organize and bargain collectively on minimum prices, conditions of 
sale, grades, etc., under State or National guidance. Disagreements to be settled 
by arbitration. This to give producers an equal voice with processors in market- 
ing. The Province of Ontario, Canada, instituted this system in 1938 with very 
satisfactory results for a number of commodities. It creates a better understand- 
ing of the common welfare. 

We conclude our reminiscing with a vote for the soil-bank idea, now floating 
around. This is one place where subsidies seem logical in which the Government 
would subsidize the retirement of some surplus acres from commercial production 
for a number of years by requiring that production thereon be returned to the 
soil. Such a program would be appropriate in conjunction with better produc- 
tion and marketing if we are to build for the future. It must be on a voluntary 
basis. 

We have concentrated our thoughts into one letter with many signatures to 
minimize the indulgence of your time for which we thank you and sincerely 
remain, 

Respectively yours, 
SPOKANE County POMONA GRANGERS, 
DwicHrT C. Beacu, Master, 
PAULINE C. CoLiin, Secretary 
(And 22 members). 





STATEMENT FILED BY DonaLp M. CouNIHAN, WASHINGTON REPRESENTATIVE, 
AMERICAN CorRN MILLERS’ FEDERATION 


As stated by Mr. Charles B. Shuman, president of the American Farm Bureau 
Federation before the Senate Agriculture Committee on January 18, 1956, the 
two-price system on rice will bring disaster to the American corn farmers’ 
market for corn and will deprive him of the market for 50 million bushels of 
corn unless proper safeguards are included in any such program. 

The 125 members of the federation, scattered throughout 26 of the States, 
consume an estimated 75 million bushels of corn per year. They produce food 
products such as table meal and grits and breakfast cereals, as well as animal 
feeds and corn oil. They consume approximately one-third of all the corn that 
leaves the farm for domestic use other than animal feed, and they conse- 
quently are an important outlet for the farmers’ cash corn and their demand 
greatly strengthens the price the farmer receives for his corn. 

Included in the membership of the federation isa group of mills whose 
business has grown up and is dependent upon the brewing industry. Although 
this group produces food products of the character above mentioned as well 
as a line of industrial products, a substantial portion of every bushel that 
they mill goes to the brewing trade and without this brewery business these 
mills cannot survive. 

It is estimated that this group of mills consumes from 40 to 50 million bushels 
of corn per year during normal times. In addition to food products, they 
manufacture critieal materials such as core binders for the foundry industry, 
sealers and binders for the explosives industry and adhesives for a wide range 
of critical industrial uses. During times of national emergency they are classified 
as an essential industry and corn is allocated to them on that basis. 

Historically, for every pound of rice that is used in beer about 3 pounds of 
corn are used. Tonnagewise, the ratio has been about 300 million pounds of 
rice products to about 950 million pounds of corn products. 

About 9 months ago this ratio started to change, and it changed solely because 
the price of brewers rice free on board New Orleans dropped from about $6 
per hundredweight average for the year ended August 1, 1954, to as low as 
$2.25-$2.50 per hundredweight over the ensuing 6 months’ period. This shock- 
ing drop in the price of brewers rice cannot be accounted for by any correspond- 
ing drop in the price of rough rice or by any drop in milling costs. It can only 
be explained as a direct result of the 1953 and 1954 rice-milling programs of 
the United States Department of Agriculture. 

srewers rice has historically sold above the price of rough rice, and historically 
it has sold at about 60 percent of the price of Zenith milled heads. 

During the period under consideration brewers rice dropped substantially 
below the price of rough rice, and at the same time table rice increased very 
sharply in relation to the market value of rough rice. 

In other words, during this period milled-head rice for the consumers’ table 
increased substantially over its historic price relationship to rough rice, and 








3948 PRICE-SUPPORT PROGRAM 


the price of brewers rice decreased to less than one-half of its historic 
relationship. 

Due to the above, already a sizable loss of business has occurred to the corn 
miller and corn farmer. This should not be aggravated by any dumping of rice 
in any form on the United States brewery market. The two-price system for 
rice will not serve to reduce surpluses which is the ultimate aim in farm legisla- 
tion but might even increase them. Certainly it does not aid the United States 
in its foreign relations to alienate allies by seeking their historic and long 
standing marketing outlets. If there is such a two-price program without 
safeguards for corn—what would be its effect on corn? 

1. it will lose to the corn farmer, forever, a 50 million bushel market for 
corn which has historically belonged to him. This point is extremely im- 
portant as this 50 million bushels is approximately one-sixth of all the corn sold 
in the commercial market for nonfeed use. One can readily see the terrific 
impact this would have on the market price-making mechanism for corn. 

2. [t will drive down the price of corn and all other feed grains. 

3. Cheap feed means cheap livestocks. 

4. Corn farmers will be forced to take a lower corn allotment. 

All rice, except that sold for feed, sold in the United States should be required 
to be under the marketing certificate program so that industrial users would be 
required to pay for the program as well as the ordinary consumer of rice. If 
table users are to be taxed to support this export program, then all of the 
users except feed mixers should pay their fair share in fair play. Certainly 
there is no justice in making the poor table consumer of rice pay to support an 
export program and let industrial users of rice, such as starch manufacturers 
and brewers, be exempt. 

To accomplish this, the following amendment is suggested in the Senate Agri- 
culture Committee print of January 17, 1956. On page 32, section 380 L, after 
(b) add a new subsection (c) as follows: “(c) ‘Domestic food consumption’ 
includes all domestic uses except usage for animal feed.” 

Why does the dry-corn miller need a provision in the rice two-price plan 
stating that all domestically consumed rice except for animal feed purposes must 
pay the processing tax? 

1. What will happen if the two-price plan for rice becomes law? 

(a) About 26 million pockets as normal domestic rice usage in the primary 
quota—the brewers rice from this portion is the normal historical brewers rice 
market. On it the tax would be automatically paid, therefore no problem. 

(b) The additional secondary production of 24 to 34 million pockets—what 
happens to this? 

(1) The Department of Agriculture estimates the market price of rice 
would be about $2.85 per hundredweight under the two-price plan. 

(2) It is assumed that the table rice from the 24 to 34 million pockets 
would be sold for export. The brewers rice resulting from the above milling 
would be for sale in the domestic market at a ruinously low price. In order 
to compensate for this ruinously low price it is absolutely essential that 
a processing tax be added to the price of brewers rice to maintain it at its 
normal relationship to corn brewers grits. , 

(3) An additional problem in our relationship with brewers rice is the 
objective of the administration’s farm bill to raise the price of corn; thus 
we would be caught in a two-way squeeze. 

(4) Under the above set of circumstances with some moderate changes 
in rice-milling technique, it is conceivable that rice could take the entire 
beer-grit market from corn, a market which has historically belonged one- 
fourth to rice and three-fourths to corn, or the equivalent of 50 million 
bushels of corn. 

It is not the objective to put the rice miller out of business. We do, however, 
wish to maintain our normal and historical share of the beer-grit market. 

Therefore, in order to protect the corn farmer and the corn miller, any rice 
goods sold domestically should carry the processing tax. Surely it is not the 
function or the intent of the Government agricultural program to subsidize one 
industry at the expense of another. 
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STATEMENT FILED By Hon. ARTHUR V. WATKINS, A UNITED STATES SENATOR 
FROM THE STATE OF UTAH 


Mr. Chairman, I appreciate the opportunity of appearing before this dis- 
tinguished committee which has the great responsibility of recommending farm 
legislation which will promote the economic prosperity of our rural population 
and expand our national economy. 

I appear before you this morning not only as the senior Senator from Utah, 
representing the people of that great State, but also as a practical farmer. 
For many years I operated a ranch for the production of grain and alfalfa hay; 
and I now operate a fruit farm in Utah County. I can therefore appreciate, 
from firsthand experience, the hardships which extreme output fluctuations have 
upon farm prices and farm income, 

But in light of all the current discussion about the declining, parity ratio 
and prices received by farmers, and the fact that this is an election year, Mr. 
Chairman, it is very important that we see this matter in proper perspective. 
Commonsense and respect for the facts concerning the basic soundness of Amer- 
ican agriculture ought to guide the Congress in enacting farm legislation. 

Therefore, Mr. Chairman, I should like to point out some of the factors which 
clearly indicate that American agriculture is basically in a sound condition: 

First, the Council of Economic Advisers in its publication, Economic Indicators, 
for January 1956, points out that net income per farm at the end of the third 
quarter of 1955 was only $8 less than at the end of the third quarter of 1954. 

Second, the prices paid by farmers for family-living items increased only 1 
point from 273 in January 1955 to 274 in December 1955. This indicates a rela- 
tively stable consumer price level. The prices paid by farmers for production 
tems, on the other hand, declined 11 points from 254 in January 1955 to 2438 
in December 1955. 

Third, the total value of all farm assets is some $163 billion, down only 
$3 billion from the peak. Total debt of all farmers is $18 billion, only 11 percent 
of total farm assets. Farmers as a whole own enough stock or other liquid assets, 
quickly convertible into cash, to more than pay this indebtedness. 

Fourth, only 3 out of 10 farmers have mortgage debts and over 80 percent of all 
farms mortgaged are mortgaged for less than 50 percent of their market value 
over one-half are mortgaged for less than 30 percent of their market value. 

Fifth, perhaps the best indicator for determining the basic soundness of any 
segment of the economy is the trend in the number of bankruptcy cases filed 
hy different types of business. Cases involving farmers have constituted exactly 
six-tenths of 1 percent of the total number of such cases for the past 5 years— 
1951 through 1955. In 1955, only 386 out of 59,404 bankruptcy cases involved 
farmers, and remember, Mr. Chairman, the 1954 agricultural census reveals that 
we have some 4.7 million farmers. 

Now, Mr. Chairman, there is another matter that I should like to discuss for 
a few moments. The 1950 agricultural census provided us, for the first time, 
with income data by economic class of farms. Many agricultural economists 
who have analyzed this data have consistently pointed out (as several did to 
the Joint Committee on the Economic Report during the 1955 hearings on the 
President’s Economic Report) that the income position of those owners or 
operators of one-third of our farms which produce 85 percent of our marketable 
crop value was very good in 1949, and that even in spite of the price difficulties 
farmers have experienced since 1950, they have maintained their position. 

In 1940 over half of all farmers—more than 3 million—produeed crops, the - 
average value of which was only $700. Five years later, one-third of our farms 
were producing only 4 percent of the crop value; another one-third produced 
an additional 16 percent. Think of it, in one of the most prosperous years ever 
enjoyed by farmers, two-thirds of our farms produced only 20 percent of the 
marketable crop value. In 1948, 43 percent of our farms—over 214 million— 
produced only 6 percent of the gross farm income. This was-in the year, Mr. — 
Chairman, which saw the total farm net income aggregate at the postwar peak 
of $17.6 billion. If adjustments are made for price level fluctuations, the con- 
tribution of these farms has not altered much for the better over the past 
i years. 

What significant conclusion can be drawn from this data? What implications, 
Mr. Chairman, do they have for price support policy? Namely these: 

1. Two-thirds of our so-called farms produce very little for sale, and in many 
cases Cannot even produce the food required to meet the needs of their operators 
and their families. 
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2. Two-thirds of our farms produce so very little that they cannot take ad- 
vantage of or benefit from the price support programs carried out by the Com- 
modity Credit Corporation. 

3. No wonder average per capita farm income is but one-half of the average 
per capita nonfarm income—two-thirds of our farmers contribute very little 
to total farm income. Their inclusion by definition as “farmers” only serves to 
make average per capita farm income compare unfavorably with per capita non- 
farm income. 

Secretary Benson, in his talk at the Pantograph Farm and Soil Day, Bloom- 
ington, Ill., last August 25, put it this way: 

“Tt is the very low incomes of the part-time and noncommercial farmers, 
lumped into agricultural income statistics, that distort the true picture. The 
real truth is that incomes of commercial farmers—farmers who operate family- 
sized units suck as predominate in this area—compare favorably with those of 
urban people with similar abilities and capital.” 

It is obvious then, Mr. Chairman, that the chief beneficiaries of our price sup- 
port programs have been and are the upper one-third of our farmers who pro- 
duce SO percent of the annual marketable crop value in this country and who 
receive 80 percent of farm income. These farmers, financially speaking, are the 
best off of our farm population; but, without doubt, even most of these farmers, 
because of the nature of price competition they operate in, need price-support 
assistance during certain periods. It is among this top one-third of our farmers 
that we find most of the family farms which, as President Eisenhower noted 
in his special agricultural message, “are the bulwark of our agriculture.” 

How does the average per capita income of these farmers compare with that 
of the nonfarm workers? Very favorably indeed, Mr. Chairman, and remember 
these are the farmers who produce the bulk of our food, and these are the 
farmers who are the chief beneficiaries of our price support programs. The 1950 
Census of Agriculture, as I have previously noted, published for the first time 
complete information on farm income by economie class of farm. Analysis of 
this data reveals that: 

1. 1.2 million of the then existing 5.3 million farms, containing 209.1 million 
acres of harvested cropland, produced crops or livestock for sales at a value of 
or in excess of $5,000. Expressed another way, 22 percent of the farms existing in 
1949 produced 74 percent of the total value of farm products sold, utilizing some 
60 percent of the total harvested cropland. 

2. The average family income, including both money and nonmoney income, of 
the 5 million persons living on these 1.2 million farms was $5,148. By com- 
parison, in 1949, the average family income of all families on farms was $2,650, 
and the average family income of urban and rural nonfarm families was only 
$3,650, some $1,493 less. 

3. The average per capita income—including both money and nonmoney 
values—of these farms was $1,229, twice the average per capita farm income of 
all people on farms, which was only $651. 

It is evident, Mr. Chairman, that the income situation of some one-third of our 
farmers, Who produce 85 percent of our annual marketable crop value, is actually 
superior to that of the average nonfarm family. Our producing farmers are 
sharing in the great economic prosperity which the people of this country have 
enjoyed during the Eisenhower administration. Let no one make a mistake 
about that. 

Our real income problem in agriculture is the welfare of those two-thirds who 
produce very little, and a great majority of whom are actually only part-time 
farmers. The inclusion of these income figures in agricultural income statistics 
not only has led to a distorted and unfavorable comparison of farm with non- 
farm income, but also to the assumption that price support can help this large 
group of small farmers and part-time farmers. Actually the concealed need 
of this group, as President Eisenhower's special report on low-income farmers 
told us, is for public programs largely nonagricultural in nature. 

But the most startling fact of all, Mr. Chairman, is that only 9 percent, or 
184,000, of the farms in 1949 produced 51 percent of the total value of all farm 
products sold, utilizing only 34 percent of the harvested cropland. These are the 
largest and most efficient farms, operated by farmers with the highest incomes. 

1. The average family income, including both money and nonmoney, of this 
9 percent of our farmers was $6,585, nearly 2% times that of all farm families. 

2. Their average per capita income, including both money and nonmoney, was 
$1,594, about 2% times that of all farm people. 
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These also are the farms whose operators are and have been receiving the 
largest subsidies under the price-support programs. One private research or- 
ganization recently reported that 1.9 percent of our farmers received 25 percent 
of the price-support subsidy in 1953. 

As I pointed out in my supplemental view contained in the 1955 Report of 
the Joint Committee on the Economic Report: 

“For every dollar that the small farmer received through price support, many 
more dollars go to the big operator, and the competitive advantage of the big 
operator is thereby increased. 

“For example, in Kansas for the 1953 crop, the averge wheat loan was $1,525 
and the average of the 5 largest loans was $106,963. In Mississippi the average 
cotton loan was $372 and the average of the 5 largest loans was $479,535. In 
Iowa, the average corn loan was $2,154, while the average of the 5 largest loans 
was $98,535. 

“For wheat, corn, and cotton in the above States the 5 largest loans averaged 
25, 46, and 1,290 times as great as the State average” (pp. 64—65). 

Mr. President, the largest loans under the price-support program are those 
received by “corporation farms’—not family farms. With respect to cotton, 
the largest loans were made by— 

1. The Delta & Pine Land Co., of Scott, Miss., which placed 7,220 bales 
under loan in the amount of $1,269,492.66. 

2. Giffen, Inc., of Huron, Calif., which placed 7,314 bales under loan in 
the amount of $1,246,516.46. 

With respect to wheat— 

1. Harrigan Farms, of Prosser, Wash., which placed 152,840 bushels under 
loan in the amount of $354,339. 

2. United States Wheat Corp., of Hardin, Mont., which placed 184,516 
bushels under loan, with a loan value of $348,646.20. 

With respect to corn— 

1, Adams Bros. & Co., of Odebolt, Iowa, which placed 124,800 bushels 
under loan, at a face value of $190,944. 

2. Emil Savich, Rensselaer, Ind., who placed 102,648 bushels under loan, 
in the amount of $166,289.76. 

These farms are among the 484,000, or 9 percent, which, as I have noted, pro- 
duced 51 percent of the total value of all products in 1949. 

Mr. Chairman, I am quite well aware of the fact that the parity ratio has 
fallen from 107 percent of parity in 1951 to 80 percent of parity in December 
1955; and I am also aware of the fact that the prices received index has fallen 
from 302 in 1951 to 223 in December 1955. But I would remind you that what- 
ever effect the increased production of the basic commodities—wheat, corn, cot- 
ton, tobacco, rice, and peanuts—has had upon the drop in the parity ratio and 
prices received by farmers, that effect was increased under the rigid 90 percent 
price support program ! 

You are aware, as well as I, that although the Republicans have been in office 
since January 20, 1953, the basic commodities were supported under wartime 
legislation during this period, enacted by a Democratic-controlled Congress call- 
ing for 90 percent support, until the summer and early fall of 1955, when the 
flexible price support provisions of the Agricultural Act of 1954 went into 
operation. 

It is also evident that the ability of the flexible price support program to 
bring the supply of basic commodities into line with demand cannot be demon- 
strated at this time because, as Secretary Benson told you last Thursday, “the 
law is smothered by the surpluses accumulated under our past programs.” As 
of December 5, 1955, the Commodity Credit Corporation had in inventory: (1) 
919,436,423 bushels of wheat, (2) 696,538,203 bushels of corn, (3) 6,336,412 
bales of cotton. 

Personally, I was pleased that the President did not take the politically ex- 
pedient way out by recommending a return to the 90 percent rigid price sup- 
port program. The size of the CCC inventories of their three basic commodities 
should make it evident to all of us that a return to that now-discredited program 
does not offer farmers any relief from the low price situation they are currently 
facing. 

From what I have said, I believe it is evident that the producing part of agri- 
culture, that is, those farmers who can take advantage of price suppert—some 2 
million farm owners and operators—are relatively in a sound financial position. 
But it is also obvious that before they can take advantage of and receive useful 
and effective price support assistance under the flexible support program, the 
current surpluses must be disposed of. 
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SOIL BANK PLAN 


As a means of reducing these surpluses which, as Secretary Benson told the 
committee last Thursday, “we should not ask the Nation to undertake more than 
once,” the President has proposed the establishment of a soil bank. This soil 
bank, as the Secretary also told you, is proposed “to help bring about a balance 
of supplies and markets.” You are familiar with its details and I need not, 
therefore, discuss them. 

I am of the opinion, based upon two opinions prepared for me by the American 
Law Division of the Legislative Reference Service of the Library of Congress 
(attached to my statement as exhibits 1 and 2), that the Secretary of Agri- 
culture now has the authority under the Soil Conservation and Domestic Allot- 
ment Act of 1936, as amended, to establish the proposed acreage-reserve program 
and to make payments to participating farmers in “cash” under that same 
authority, if the Congress will appropriate funds for payments to farmers for 
withdrawing soil-depleting crops from production, which it has not done since 
1943. The Secretary can also make payments in “kind” under the general and 
specific powers contained in the Commodity Credit Corporation Charter Act. 

I am also of the opinion that the Secretary of Agriculture has authority under 
the Soil Conservation and Domestic Allotment Act of 1936, as amended, to estab- 
lish the conservation-reserve program and to make cash payments to participat- 
ing farmers under an expanded agricultural conservation program to include, 
in addition to the present soil-building practice payments, cash payments for 
withdrawing soil-depleting crops from production. 

Although these competent legal opinions seem to support my opinion, I believe 
it essential that the Congress, as a statement of national policy, should formally 
enact such a soil-bank plan and pull this diverse authority together into one piece 
of legislation. I can fully appreciate the desire of the executive branch of the 
Government in wanting to have the Congress—the legislative and policy-forming 
branch of the Government—outline the basic framework and details of this 
dynamic proposal. The President and Secretary Benson are to be complimented, 
not criticized, for seeking congressional guidance in this matter which so vitally 
affects not only the welfare of agriculture but also the welfare of the entire 
country. 

Mr. Chairman, I sincerely hope that the committee will give considerable atten- 
tion to local administration of this program. Specifically, I believe there will be 
need of increasing the number and quality of full-time office personnel trained in 
administration in county agricultural stabilization and conservation committee 
offices. The administrative details are going to increase and complicate local 
administration. 

I believe it essential that, in light of livestock prices and the effect production 
of nonbasic crops on_acreage diverted from basic commodities has had in many 
areas, grazing of livestock or cropping must be rather strictly controlled on 
reserved lands. The committee, in this respect, ought to give serious considera- 
tion to requiring that farmers, in order to participate in these programs, must 
agree (1) to comply with their acreage allotments and marketing quotas in order 
to get payments under the agricultural conservation program, and (2) to place 
part of their acreage in either the acreage reserve or conservation reserve as a 
condition of eligibility for price support. 


DOLLAR LIMITATION UPON PRICE-SUPPORT ASSISTANCE 


Mr. Chairman, the lack of a limit upon the amount of subsidy farmers can 
receive gives unnecessary financial assistance to most of the 484,000 farms in the 
first 2 economic classes of farms, which, as defined by the Census Bureau, 
produce products valued at $10,000 or more. It is clear, as I have already pointed 
out, that many of these farms simply do not need unlimited price-support assist- 
ance. Many of these farms, year in and year out, will return to their operators 
net incomes much higher than 90 percent of our people ever hope to receive, even 
if they did not receive a dollar of Government subsidy. This they can do by 
applying to their land just the right amounts of labor and capital equipment to 
produce the largest possible volume at the lowest possible per unit cost, resulting 
in the highest gross income possible to achieve with their particular size of farm. 

These are the farms which have been producing the bulk of the basic commodi- 
ties now in surplus, encouraged by a rigid 90-percent-price-support program. They 
produce not for consumption, not those commodities in greatest need, but for 
Government-storage warehouses, How well they have succeeded is evidenced by 
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the record high inventories of these commodities which as of December 5, 1955, 
the Commodity Credit Corporation had in inventory: Wheat, 919,436,423 bushels ; 
corn, 696,538,203 bushels ; cotton, 6,336,412 bales. 

I should also like to point out, Mr. Chairman, that ample precedent exists for 
limiting the amount of financial assistance farmers may receive from the Federal 
Goverument. The Sugar Act of 1948 provides for a reduction in the rate of 
payment of from 5 to 50 cents per hundredweight, depending upon the quantity of 
sugar produced off the farm’s “proportionate share” or acreage allotment, when 
that quantity is in excess of 350 pounds, ranging up to more than 30,000 pounds. 
Also, Mr. Chairman, assistance a farmer can get under the agricultural conserva- 
tion program was, by law, limited to $10,000. By a provision in the Department of 
\griculture’s appropriation act, that amount has been further reduced to $1,500. 

Therefore, Mr. Chairman, I hope the committee will recommend a limitation 
of $75,000 as the amount of price-support subsidy a farmer can receive on the 
products grown on his farm during any year. This amount is sufficiently high 
to give “full protection to efficiently operated family farms,” as President Eisen- 
hower recommended in his special agricultural message. 


SURPLUS DISPOSAL 


Mr. Chairman, I have devoted considerable study to the proposal to repeal 
section 304 of Public Law 480 in order to permit sale or barter of agricultural 
surpluses to the U. 8. 8. R. or nations controlled or dominated by the U. S. 8. R. 
My conviction is that Congress should very carefully review this proposal for 
these reasons: 

1. U. S. S. R. foreign policy is designed to accomplish world domination and 
elimination of democratic government and the capitalistic system wherever 
they exist. 

2. U. S. S. R.’s lack of ability to get increased agricultural production, as 
the Joint Committee on the Economic Report pointed out in its excellent study, 
Trends in Economic Growth, A Comparison of the Western Powers and the 
Soviet Bloe (1955), “is the tightest bottleneck for Soviet economic expansion 
and one that may become an important obstacle to further rapid industrializa- 
tion of the Soviet Union” (p. 25). At present, agriculture requires the effort of 
over one-half the total population compared to less than one-sixth in the United 
States; and the productivity per farmworker in the U. 8S. S. R. is but one-fifth 
that of the average farmworker in the United States. 

3. At first glance it seems that the 8,500,000 square miles of area in the 
U. S. S. R. would “give the impression of providing enormous agricultural po- 
tential” as the joint committee’s study previously referred to expressed it, but 
such is not the case. Competent authorities cited in the study point out that 
“about 55 percent of the total area was judged to be completely excluded from 
agricultural occupation” (p. 100) because of climatic and topographic factors, 
and that the U. S. 8S. R. “has only about 70 percent as much standard farmland 
as the United States” (p. 101)—not enough to solve its overall agricultural 
problem, 

4. It may well be, therefore, that to give the Russians our surplus commod- 
ities under these circumstances will be in fact to give the U. S. S. R. and “na- 
tions dominated or controlled” by her the most strategic commodities we have as 
far as the U. S. S. R. is concerned. Simply put, Soviet Russia cannot continue 
to increase her industrial production—weapons and war materials primarily— 
until she can release more agricultural workers for industrial employment. 
This the U. S. S. R. cannot do until she can increase her food supply. 

}. It would be absolute folly in my opinion to remove the major “bottleneck” 
to continued industrialization faced by the U. 8S. 8. R. by giving her our surplus 
colnmodities as long as the objective of her foreign policy is world domination. 
Events since Geneva, in this respect, do not convince me that this is still not 
the objective of her foreign policy. As long as the President has set aside $42.4 
billion, or 64 percent, of the new 1957 fiscal year budget for “protection” for 
deterring possible aggression and for strengthening our international alliances, 
it Seems the Congress should approach this matter with extreme caution, 


RESEARCH 
Mr. Chairman, as you know, the President requested an increase of 25 percent 


in research funds so that for the 1957 fiscal year $103 million will be available 
not only to carry out the usual research activities of the Department but to ex- 





3954 PRICE-SUPPORT PROGRAM 


pend reséarch relating to the development of new uses, new markets, and new 
crops. 

During the fiscal years 1948-55, the Department of Agriculture spent $47.0 
million in marketing and related economic research and State agencies some $9.8 
million under the Research Marketing Act during the same period. Now I am 
in complete agreement that we “must further improve our marketing mecha- 
nism * * * so that the benefits of our abundance may be still more widely dis 
tributed,” as the President stated in his speeial agricultural message. But I] 
am also convinced that mere improvement of the marketing mechanism—a real 
boon and subsidy to the processing, transportation, wholesale and retail food in- 
dustries—does not necessarily mean that (1) resulting lower marketing costs 
are passed on to the farmer in the form of higher prices or lower handling 
costs (quite to the contrary, I suspect that most of this “saving” finds its way 
into the profits account) and (2) the total demand is increased for the com- 
modity in question whose marketing costs are lowered. 

As much is implied by the President’s statement in his special message that 
“Marketing margins have continued to increase, even while farm prices have 
been declining. Thus the farmer’s share of the retail-food dollar has shrunk 
appreciably. Retail prices have changed little, thereby impeding desired in- 
creases in consumption. We must find ways to lower costs of food distribution.” 

Now it may be that lower marketing costs, resulting from marketing research 
carried out by the Department of Agriculture at a cost of $56.8 million during 
the past 8 fiscal years, have been swallowed up by increased labor and trans- 
portation costs. But, as I have watched the press releases from the Department 
over the past few years announcing the results of many of these “marketing 
research projects,” it is difficult for me to see how some of these findings could 
result in (1) any material increased demand for the commodity in question 
or (2) higher returns to farmers. 

Research undoubtedly is an effective way to help attain the goal of lower 
costs of food distribution, but it should not be carried out by the Department 
of Agriculture if it will not help farmers sell more food at higher return. I 
recommend to the committee, therefore, that it undertake a study of (1) the 
effect marketing research activities of the Department have had upon this 
matter, and (2) its method of approving the initiation of specific projects, and 
(3) its method of evaluating the effect each specific projec. has had upon 
commodity prices and demand. 


STRENGTHENING COMMODITY PROGRAMS 


Sugar.—Mr. Chairman, I appeared before the Senate Finance Committee on 
January 16 to urge adoption of the committee-print amendment proposed by 
Mr. Bennett to H. R. 7030, to amend the Sugar Act of 1948. Therefore, today 
I will limit my testimony on this matter to the discussion of only a few major 
reasons why I believe the Congress should adopt the President’s recommenda- 
tion with respect to the Sugar Act. 

The demand for sugar, Mr. Chairman, as we all know has continued to 
increase as our population has increased. One authority has estimated this 
increase to be 135,000 short tons, raw value per year based upon an annual 
2.5 million addition to total population, Which has been the annual increase 
for several years. Per capita sugar consumption has also increased over the 
years from 18 to 96.2 pounds during the period 1860-1954, which also saw our 
total population increase from 31.4 million to some 164 million. 

So that you may have a concise but comprehensive picture of the domestic 
sugar industry, which will be affected by the action the Congress take, let me 
digress just a moment and call these facts to your attention: 

1. Sugar beets are grown as a cash crop in 22 of our Western and North 
Central States, on some 27,965 farms. In 1954, the latest year for which reliable 
figures are available, the total farm value of the beet crop was $185,828,000. 

2. Sugarcane grown for sugar was grown as a cash crop on 3,908 farms in 
Louisiana and Florida during 1954, with a total farm value of $55,713,000. 

3. In 1955 there were some seventy and odd sugar beet factories in operation, 
57 cane mills and some refineries. The investment in land, plant, and equip- 
ment, which this part of the sugar industry represents, totaled over one-third 
of a billion dollars. 

4. Some 300,000 seasonal workers are given employment during the planting 
and harvesting season; some 70,000 plant workers depend for a livelihood upon 
the production of domestic sugar; and some 50,000 producers depend upon 
sugar beets and cane for a large part of their cash income. 
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5. Domestic consumers have benefited pricewise from the operation of the 
Sugar Act and domestic sugar production. For example, I should like to point 
out that whereas sugar cost 13.5 cents per pound in 1870, we consumers paid 
only 8 cents per pound in 1953. Relative to other food prices, sugar prices have 
risen less since 1940. According to the Bureau of Labor Statistics wholesale 
price index, the combined 1952 price of all food was 254 pereent of the 1940 
prices ; sugar by comparison Was only 195 percent of the price prevailing in 1940. 

Now, Mr. Chairman, I should like to take a minute or two and point out the 
importance an expanded domestic sugar-beet industry has to western agricul- 
ture. As you know, one of the major problems which has served to help pile 
up the burdensome $7 billion surpluses, which the Commodity Credit Corpora- 
tion now has on hand, is that a great many farmers lack substantial diversified 
production opportunities. They continue to produce the same crop regardless 
of the price received, regardless of supplies already on hand, and regardless of 
what it does in the way of “ruining” our soil reserves. 

In western agriculture, Mr. Chairman, the growing of sugar beets is im- 
portant in maintaining diversified or rotation farming. This is so because: 

1. Sugar beets return everything they take from the soil. They serve to 
promote soil equilibrium when grown in rotation with hay, grains, and legumes. 
The extensive root system often reaches 6 or 8 feet deep and, of course, when the 
beets are dug the bulk of their root system—a ton per acre it is estimated— 
is left to rebuild the soil resources. 

2. As you know, the major agricultural industry of the intermountain area 
is livestock production. In Utah, farmers derived in 1954 some 70 percent of 
their income from that source, compared to a national average of 55 percent. 
The byproducts of beet sugar—‘“tops”, molasses, and pulp—provide a rich and 
very necessary source of supplemental feed for livestock in an area generally 
considered to be a deficit feed area. Experiments carried out at our western 
State experiment stations show that the byproducts from 1 acre of beets, if 
properly fed, will produce 300 pounds of meat. 

I should like to point out, Mr. Chairman, in this connection that per capita 
beef consumption has increased some 24 pounds since 1950. 

The Department of Agriculture estimates that by 1960 we will need 2 billion 
more pounds of meat each year if our projected population requirements are 
to be met. This will require more feeder livestock for finishing in the Midwest 
and on the west coast. As you know, the bulk of cattle in our area is not 
slaughter cattle. Rather the great ranges of our mountains and desert areas 
primarily produce feeder cattle. But in order to build larger breeding herds to 
meet future needs, more feed is going to be required, especially for winter 
feeding. It is in this respect that the byproducts of sugar beets—tops, pulp, 
and molasses—play such an important role. Greater amounts will be needed 
in the future and this requires obviously a larger acreage allotment for the 
production of domestic sugar beets. 

I should like to point out also that the bulk of the grains, legumes, and hay 
produced in rotation with sugar beets in the Western States are likewise fed 
to livestock. They do not find their way to Government warehouses in any 
appreciable quantity. 

The present Sugar Act quota provisions, however, Mr. Chairman, restrict 
the domestic beet area’s production to only 1,800,000 short tons, raw value, based 
upon an annual estimated need of 8 million short tons, raw value. This do- 
mestic production was restricted even though the actual distribution required to 
meet our needs actually exceeded this statutory estimate of 8 million tons in 
1952, 1958, 1954, and 1955, respectively, by 104,000 tons. Unless this quota is 
adjusted upward—and I am of the opinion that the Bennett amendment to 
H. R. 7030 is a start in the right direction—the following adverse effects upon 
western agriculture and the Nation as a whole will readily become more 
apparent: 

1, Decline in farm income, a matter I want to discuss further in a moment. 

2. Less, not more, diversified agriculture, with continued loss of flexibility 
in planting alternatives, and less opportunity for farmers te take advantage of 
more favorable prices. 

3. Continued deterioration of our soil and water resources at the very time 
when all of us are interested in maintaining soil fertility for future use. 

4. Adverse effect upon livestock production for future projected needs. 

The present law, then, Mr. Chairman, serves to deny domestic beet and cane 
producers an opportunity to expand, to grow, and to develop. This restriction 
upon acreage in the beet areas, coupled with techniological progress in beet 
farming, has served to work real hardships on farmers at a time when every 
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sector of the economy except agriculture is enjoying unprecedented prosperity 
and economic growth. 

New seed strains, use of fertilizers, better methods of cultivation resulted i: 
an increased yield per acre from 13.6 tons in 1948 to 16.0 tons in 1954. Ex- 
pressed another way, the average yield, raw value, per planted acre for the 3 
years ending in 1950, was 1.92 tons. For the 3-year period ending in 1954, that 
yield per planted acre increased to 2.2 tons—a 15-percent gain. The effect of 
technological development for output is easy to see. For example, the acreage 
of sugar beets in 1954 was 878,000 acres, yet the production was 1,998,000 
short tons, raw value—198,000 short tons in excess of its quota. 

This has necessitated a decrease in the acreage allotment required to meet 
the domestic beet areas quota of 180,000 tons raw value. For example, the beet 
acreage in 1954 was 944,000 acres and for 1955 it was set at 850,000 acres—a 10 
percent decrease. 

Because of acreage restrictions, two adverse situations have resulted: 

1. Acreage released from sugar beet production have been diverted to the pro- 
duction of other crops, many of which were already in surplus and were under 
price support during a period which saw the parity ratio fall from 92 percent 
in December 1953, to 80 in December 1955. 

2. Large numbers of farmers have simply had to stop producing beets because 
their allotments are so small that it is not economical to produce them. Labor 
costs are too high if the beets must be hoed, thinned, and topped by hand, and 
it doesn’t pay to buy expensive mechanical equipment to do these jobs unless it 
can be applied to the optimum-sized land area which can reduce per unit costs of 
output to the lowest possible point. 

Yet, on the other hand, acreage restrictions and low prices for other alterna- 
tive crops has created a great demand by farmers for an adequate “proportionate 
share” of the domestic sugar beet quota. 

When farmers have alternative crop production alternatives, farmers choices 
are largely determined, other things being equal (resources, know-how, ete.) by 
the price relationship between these various alternatives. When one examines 
these relationships in terms of the farm price as a percentage of the parity price, 
it is not too difficult to see why farmers in our domestic beet areas are de- 
manding, and I believe rightly so, an opportunity to grow beets. 

For example, while the price of sugar for the year 1948-54 has averaged 93 
percent of parity as of November 1955, the price of sugar stood at 98 percent of 
parity. Compare this with the parity prices of other crops grown in rotation 
with sugar beets: 

1. Barley: Parity price has declined from 81 to 69 percent of parity 1954 to 
1955. 

2. Oats: Parity price has declined during the same period from 88 to 74 per- 
cent of parity. 

3. Grain sorghums: Declined from 87 to 69 percent of parity. 

4. Beans: From 98 to 73 percent of parity. 

5. Potatoes: Parity price has declined from 70 percent in 1954 to 57 in 1955. 

Certainly, Mr. Chairman, this committee can recognize the need in light of the 
sober facts I have presented today to permit American farmers to supply a 
larger percentage of our domestic sugar needs than that permitted by Sugar 
Act of 1948. Farmers caught in a cost-price squeeze, as they have been since 
soon after the end of the Korean war, ought to have the greatest possible freedom 
and flexibility to produce those commodities in growing demand, which offer the 
best income alternative. The production of sugar beets, as these figures indi- 
cate, is one such bright alternative. 

I believe, Mr. Chairman, that the least the Congress can do to assist these 
farmers is to provide for a modest increase in the domestic quota provided by 
the Bennett amendment to H. R. 7030 now pending before the Senate Finance 
Committee. This provides that 55 percent of the amount by which the Secre- 
tary of Agriculture’s annual estimated needs exceeds 8,350,000 short tons, raw 
value, shall be added to the basie quota now provided in the Sugar Act of 1948 
as follows: 

1. Of the first such 165,000 tons, 51.5 percent is to be added to the basic sugar 
quota of 1,800,000 tons of the beet area, and 48.5 percent to the basis quota of 
500,000 tons of the cane area. 

2. The next 20,000 tons is to be added to Puerto Rico’s basic quota of 1,080,000 
tons. 

3. The next 3,000 tons to the Virgin Islands basic quota of 12,000 tons. 

4. If any remains of the 55 percent of the amount by which the Secretary’s 
estimated needs exceeds 8,350,000 tons, it is to be apportioned on the basis of 
the basic quotas of the domestic suppliers. 
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Since I have already taken more time than I should have taken, Mr. Chairman, 
I shall conclude my remarks at this point. 
Thank you for your attention and your courtesy. 


ExHrstr 1 


THE LIBRARY OF CONGRESS, 
LEGISLATIVE REFERENCE SERVICE, 
Washington 25, D. C., November 18, 1955. 
To: Hon. Arthur V. Watkins 
(Attention: Dr. Frischnecht. ) 

From: American Law Division. 

Subject: Question whether the Soil Conservation and Domestic Allotment Act 
of 1936 still forms a legislative basis for congressional appropriations for mak- 
ing soil conservation practice payments for diverting acreage from soil- 
depleting crops. 

In the original section 8 (b) of the Soil Conservation and Domestic Allotment 
Act, added by the act of February 29, 1936, the last sentence provides : 

“The Secretary in administering this section shall in every practical way 
encourage and provide for soil-conserving and soil-rebuilding practices rather 
than the growing of soil depleting commercial crops” (49 Stat. 1150, ch. 104, 
see. 8 (b)). 

This provision was repeated in the act of February 16, 1938, which amended 
and superseded section 8 (b) of the Soil Conservation and Domestic Allotment 
Act. In addition, the amending act provided that: 

“Rules and regulations governing payments or grants under this subsection 
shall be as simple and direct as possible, and, wherever practicable, they shall 
be classified on two bases: (a) (Soil-depleting crops and practices, (b) soil-build- 
ing crops and practices” (52 Stat. 32 ch. 30, sec. 8 (b) ; U. 8. C., 16: 590h (b)). 

Subsequent appropriation acts from June 29, 1937, through July 22, 1942 
(the Department of Agriculture Appropriation Acts, fiscal years 1988 to and 
including 1942; 50 Stat. 430 to 56 Stat., 691-692) appropriated funds “to enable 
the Secretary of Agriculture to carry into effect the provisions of sections 7 
to 17, inclusive, of the Soil Conservation and Domestic Allotment Act” and 
each such act authorized certain amounts for compliances under the act of 
February 29, 1936, pursuant to provisions of the programs for the previous year. 

In the Department of Agriculture Appropriation Act, 1944, approved on July 
12, 1943, the following provisos were inserted : 

“Provided, That no part of said appropriation or any other appropriation in 

this Act shall be used for incentive or production adjustment payments, except 

for soil conservation and water conservation payments and payment of acreage 
allotment commitments on commodities as defined in the Agricultural Adjust- 

ment Act of 1988, as amended. * * * 

“Provided further, That such amount shall be available for salaries and other 

administrative expenses in connection with the formulation and administration 

of the 1944 programs of soil-building practices and soil and water-conservation 

practices, under the Act of February 29, 1936 * * *” (57 Stat. 417, ch. 215). 
In the House hearings on this bill (H. R. 2481), 78th Cong.), on February 

12, 1948, the Secretary of Agriculture was questioned concerning “incentive 

payments” to induce farmers to increase production of certain crops needed 

during the war and for which additional funds had been requested (hearings 
before the subcommittee of the Committee on Appropriations, House of Repre- 
sentatives, 78th Cong., 1st session, on the Agriculture Department appropriation 
bill for 1944, pp. 798-847). The members of the committee questioned the Sec- 
retary’s authority under the Soil Conservation and Domestie Act to make such 
payments. In an editor’s note on pages 847-848 of these hearings, it is stated: 

“On a subsequent day, February 15, when the subcommittee met to begin 
hearings on the regular agricultural appropriation bill, Mr. Tarver made the 
following statement : 


“DISAPPROVAL BY COMMITTEE OF ESTIMATE FOR INCENTIVE PAYMENTS TO FARMERS 


“Mr. TaRVeR. Mr. Secretary, the subcommittee has directed me to advise you 
with reference to the estimate contained in House Document 101 for $100 
million to carry on the so-called incentive payment program that it has, upon 
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the basis of reasoning set out in a motion which has been approved and copy of 
which will be furnished you by the committee, decided to disapprove the esti- 
mates in question. 

“The action of the committee of seven was unanimous except for the position 
of the chairman of the subcommittee, who was not in favor of the adoption 
of the motion” (Ibid. p. 847-848). 

When reported out of committee the bill, H. R. 2481, appropriated $300 
million “solely for programs under the Agricultural Adjustment Act of 1938, 
as amended, and for compliances with soil-building practices and water con- 
servation practices under the Soil Conservation and Domestic Allotment Act, 
as amended * * *” and added the second proviso concerning availability of funds 
for salaries, etc., which appeared in the final act, quoted above, but omitted the 
other proviso. 

Mr. Tarver called attention to the incentive payments when he submitted the 
bill (89 Congressional Record 3354). The House added a proviso (the Cannon 
amendment), as follows: 

“Provided, That no part of said appropriation or any appropriation carried 
in this bill shall be used for incentive payments” (89 Congressional Record 3600). 

The bill as reported out by the Senate committee had stricken out all these 
restrictions. After many conference the bill in its final form was passed. 

It would seem that Congress intended to prevent incentive payments to in- 
crease the production of certain essential War crops, but by limiting the incentive 
or production adjustment payments to soil conservation and water conserva- 
tion payments it also prohibited use of this appropriation for payments for 
diverting acreage from soil-depleting crops. It does not appear to have been the 
intention of Congress to prohibit payments for soil-rebuilding practices. Ap- 
parently such payments are included as part of payments for soil-conserving 
practices. 

Similar restrictions appear in the Department of Agriculture Appropriation 
Act, 1945, approved June 28, 1944 (58 Stat. 449-450, ch. 296), with the following 
clause added to the second proviso concerning availability of funds for salaries, 
ete. : 

“* * * but the payments or grants under such program shall be conditioned 
upon the utilization of land with respect to which such payments or grants are 
to be made, in conformity with farming practices which will encourage and pro- 
vide for soil-building and soil-and-water-conserving practices in the most practical 
and effective manner and adapted to conditions in the several States, as deter- 
mined and approved by the State committee of the Agricultural Adjustment 
Agency for the respective States” (pp. 449-450). 

The Department of Agriculture Appropriation Act, 1946, and subsequent appro- 
priation acts no longer contain these restrictions, but continue to make the funds 
available for salaries and expenses in connection with formulation and admin- 
istration of programs of soil-building and soil-conserving practices, ete, The 
temporary restrictions which affected the authority to make payments for divert- 
ing acreage from soil-depleting crops are no longer in force and the authority 
still exists in the basic Soil Conservation and Domestic Allotment Act, section 8 
(b), for payments concerning soil-depleting crops and practices, provided Con- 
gress appropriates the money therefor (U. 8S. Code 16: 590h (b)). 


Exist 2 


THE LIBRARY OF CONGRESS, 
LEGISLATIVE REFERENCE SERVICE, 
Washington 25, D. 0., January 17, 1956. 


To: Hon. Arthur V. Watkins. 
(Attention: Dr. Frischknecht. ) 
From: American Law Division, 
Subject: Authority of the Commody Credit Corporation to make payments in 
kind to farmers for placing lands in the proposed acreage reserve and con- 
servation reserve programs under President’s soil-bank plan. 


ACREAGE-RESERVE PROGRAM 


Under the President’s soil-bank plan, the acreage-reserve program provides 
for voluntary reduction in acreage of certain crops. The farmers are to agree 
to plant less acres of land and not to graze or harvest any crop on the acreage 
reserve. In return the cooperating farmers would be allocated certificates for 
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commodities. The value of the certificates is to be based on the normal yields 
of the acres held in reserve. These certificates are to be made available to the 
farmers through their county agricultural stabilization committees at normal 
harvest time for each crop. They are to be redeemable by the Commodity Credit 
Corporation in cash, or in kind at specified rates. The program would be financed 
with surplus commodities already owned by the Government. 


CONSERVATION-RESERVE PROGRAM 


The second part of the soil-bank plan provides for contracts with farmers 
voluntarily to shift into forest lands, ete.—cultivated lands needing conservation 
measures, In return the Government would make annual payments to the 
farmer for a period of years related to the length of time needed to establish 
the new use of the land. 


AUTHORITY OF THE COMMODITY CREDIT CORPORATION UNDER ITS EXISTING CHARTER 


The Federal charter of the Commodity Credit Corporation, under act of June 
29, 1948, as amended (62 Stat. 1070-1075 ch. 704, as amended) provides in the 
General Powers of the corporation that it “May enter into and carry out such 
contracts or agreements as are necessary in the conduct of its business” (sec. 4 
(z)). The borrowing authority of the corporation is limited to an aggregate 
of $12 billion (sec. 4 (i), as amended by Publie Law 344, 84th Cong.). 

Under its specific powers it may support the prices of agricultural commodities 
through payments and other operations (sec. 5 (a)), it may dispose of surplus 
agricultural commodities (sec. 5 (d)), it may, with the consent of the agency 
concerned, utilize on a compensated or uncompensated basis, the services of any 
Federal or any State agency or political subdivision thereof (sec. 11) and may 
utilize on a contract or fee basis, committees, or associations of producers, ete. 
(sec. 12). 


AUTHORITY OF THE CCC TO MAKE PAYMENTS IN KIND TO FARMERS FOR PLACING LANDS 
IN PROPOSED ACREAGE RESERVE 


The Commodity Credit Corporation would apparently be authorized to make 
payments to farmers or to dispose of surplus agricultural commodities (make 
payments in kind) to farmers through their county agricultural stabilization 
committees (which are composed of farmers, elected by the farmers, paid from 
Federal funds and supervised by the Secretary of Agriculture), provided the 
corporation keeps within its borrowing limit (under authority of secs. 4 (zg), 4 
(i),5 (a), 5 (da) and 11 of its charter). 


AUTHORITY OF THE CCC TO MAKE PAYMENTS IN KIND TO FARMERS FOR PLACING LANDS 
IN PROPOSED CONSERVATION RESERVE PROGRAM 


It is questionable whether payments for taking of agricultural lands out of 
production in order to convert their use to forest lands, ete., as soil conservation 
measures, would come within the charter authority of the Commodity Credit 
Corporation to “support the prices of agricultural commodities through * * * 
payments,” or any other provision in its charter. Besides, the President in his 
mesage does not recommend payments in kind in connection with these payments. 

However, the Secretary of Agriculture is authorized under section 8 (b) of 
the Soil Conservation and Domestic Allotment to carry out the purposes speci- 
fied in section 7 (a) of that act (ineluding promotion of the economic use and 
conservation of land) “by making payments or grants or other aid to agricul- 
tural producers, * * * measured by (1) their treatment or use of their land, 
or a part thereof, for soil restoration, soil conservation, or the prevention of 
erosion; (2) changes in the use of their land, ete. (U. S. Code 16: 590 h (b))” 
provided Congress appropriates the money therefor. 


STATEMENT F'ILep sy Leo V. Boning, ExecUTIVE VICE PRESIDENT, NATIONAL LUMBER 
MANUFACTURERS ASSOCIATION 


We have read and carefully studied the President’s message of January 9, 1956, 
to the Congress relative to the administration’s farm program. Of particular 
interest to lumber manufacturers is the proposed soil bank, and a number have 
inquired concerning the conservation reserve part of the soil bank. 

The conservation reserve program proposes to divert some 25 million acres 
from farm crop production to grass, trees, and water. The President states that 
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the Government would pay a part of the costs of establishing such uses and 
would make annual payments for a period of years related to the establishment 
of such uses. The landowner would agree to carry out sound conservation 
measures on these acres and to refrain from returning them to crop production 
or from grazing them for a specified period. The President estimates that this 
program would cost some $350 million during the calendar year 1956 and a tota! 
of about a billion dollars over the next 3 years. These sums would be in addi- 
tion to large payments to be made under existing programs. 

In considering the tree-planting aspects of this program we believe your com- 
mittee should give a serious considerations to the following questions: 

(1) To what extent would the proposed program involve enlargement of 
the forestry aspects of the present agricultural conservation program, flood- 
control program, watershed-protection program, and other financial and 
technical assistance programs of the Department of Agriculture? Would 
the new program be separate from these existing programs and, if so, how 
would it be correlated? What is the extent and cost of the forestry aspects 
of these existing programs? 

(2) What proportion of the 25 million acres and of the estimated billion- 
dollar cost would be represented by the diversion of cropland to tree cover? 
On what basis would lands be classified as suitable for inclusion in the con- 
servation reserve and on what basis would a determination be made as tv 
the use of such lands for grass or trees? 

(8) Regarding payments, what is the estimated average initial payment 
per acre for tree planting and for grass cover? What is the estimated aver- 
age annual payment per acre for each type of use? How do these figures 
compare with payments under existing programs? 

(4) If a large tree-planting program is contemplated, where will the tree 
seed and the planting stock required for such a program come from? Will 
the Government establish tree nurseries? In what States would the plant- 
ings be concentrated? 

(5) The Forest Service has recently estimated that there are in the 
United States 51.9 million acres of plantable commercial forest land. From 
the standpoint of economy, would it not be more desirable to plant some of 
this acreage to trees before planting higher-priced cropland to trees? 

(6) The observation has been made that the subsidized program of tree 
planting would tend to discourage private initiative and financing and thus 
adversely affect the excellent progress being made in this field by private 
enterprise ; also, that planting stock in existing nurseries would be quickly 
used up and thus prevent continuation of the private enterprise program. 
How can the substance of these fears be guarded against? 

(7) What bureau of the Department of Agriculture would be responsible 
for the administration of the tree-planting program? How large an expan- 
sion of its staff would be involved? 

(8) Would landowners plant the trees themselves? If so, under what 
supervision? What would be the arrangements regarding maintenance of 
the plantations, replacement of seedlings that do not survive, and harvesting 
of the timber stand when mature? Would annual payments be made in 
differing amounts and for different periods depending upon the products to 
be grown, such as pulpwood or saw logs? 

(9) How would a landowner who has diverted cropland to trees in the past 
at his own expense be maintained in a fair competitive position with the 
landowner who receives the benefits of this program? 

(10) In case of future needs for increased farm production of food crops 
what provision will be made for converting areas planted to trees under 
the program back to erop production? 

(11) What will be the State and local financial responsibility? Will this 
program tie in with any provision of the Clarke-McNary law? 

(12) According to the Forest Service timber resource review report we 
are growing one-third more timber than we are using at the present time. 
There is every reason to believe that tree production will continue to rapidly 
increase and that an ample supply of timber will be produced, enough to 
meet even the Forest Service’s exceedingly high “guesstimate”’ of require- 
ments. Accordingly, might not this tree-planting program contribute to 
an oversupply of timber in the future? Is it possible that this in turn might 
lead to some form of demand by farmers for price supports on timber 
products as well as price supports on farm crops? 
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We believe there is more than enough forest land in the United States at the 
present time to grow all the timber we will ever need. In fact, our present and 
probable future needs could be met from one-half or two-thirds of the present 
acreage of forest land under intensive Management. Has thought been given 
the inevitable discouragement to the improvement of forest practices on existing 
forest lands by private enterprise if additional nonforest lands are to be brought 
into timber production by the payment of Government subsidies ? 

As expressed through the policy statements of this association, the lumber 
industry places, and recommends, reliance upon private forestry enterprise as 
the best means of assuring a sound forest economy. It is opposed to subsidiza- 
tion in the belief that subsidies are fundamentally discriminatory, evade eco- 
nomie reality, create indirect Government competition, and are detrimental to 
the Nation’s economy. The industry is firmly of the conviction that private 
enterprise is adequately supplying the Nation’s needs for forest products and 
can continue to do so in the future. Past production records well support this 
conviction, as also does the record of accelerated forest land management. 

We are not suggesting that a deaf ear be turned to the distress calls of the 
Nation’s farmers, but we do entertain serious doubts as to the need or advisa- 
bility of including tree planting as part of the soil-bank plan. 





STATEMENT FILep By Hon. Prick DANrEL, A Unirep States SENATOR FROM THE 
STATE or TEXAS 


Mr. Chairman and members of the committee, I strongly urge that careful 
consideration be given to the feed grain support plan presented to you by Mr. 
Frank Moore and Mr. Harold LaFont, of Plainview, Tex., in behalf of Texas 
Panhandle and South Plains farmers. 

This program would establish price supports of 90 percent of parity on the 
present baSie crops and on all feed grains, provided that 15 percent of the tillable 
land on each farm is taken out of production or converted to soil-building prac- 
tices. For instance, a farmer in the Great Plains area with 100 acres in culti- 
vation might receive a cotton allotment of 25 acres and a wheat allotment of 15 
acres. He could then plant 45 acres to feed grains, or to a total of 85 acres, 
leaving 15 acres free of any cash crop. 

Farmers would receive no payment for the layout or soil-bank acreage. The 
percentage of land devoted to this purpose could be increased or reduced each 
year according to the supply of feed grains. Cross-compliance as ot wheat and 
cotton allotments would be in effect, but no marketing quotas or acreage allot- 
ments would be necessary on feed grains. In case of drought, hail, or floods, 
the farmers would be permitted to plant feed grains on land otherwise used for 
the basic crops. Small farms of a certain size—perhaps 20 acres or less—would 
receive 90 percent of parity without complying with the layout or soil-bank 
requirements, 

This plan has several advantages: First, it would do much to reduce acreage 
planted to feed grains now contributing to overproduction. Secondly, the farm- 
ers would maintain their own soil-building program without direct payments 
for that purpose. Their compensation would come as a result of the 90 percent 
of parity on crops actually planted. 

In addition, wheat and cotton farmers who have lost their crops due to hail 
or have been unable to plant because of drought, flood, or excessive rain could 
plant feed grains as a cash crop, thus relieving undue hardship, or as a cover 
crop to prevent wind erosion. The farmer who produces only feed grains would 
not be penalized—he could plant this crop on all but his layout or soil-bank 
acreage. The corn farmer would benefit by the reduction in the amount of feed 
produced, thereby lessening the competition for corn. 

As this committee well knows, there is no greater danger to the Nation’s 
economy than for our farm and livestock income to be going down when cor- 
porate profits and dividends continue to rise. There must be a better balance 
so that our farmers will receive a fair share of the national income. I recom- 
mend that the committee give special attention to the feed grain support pro- 
gram advocated by the Texas Panhandle and South Plains farmers. 
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STATEMENT FILED By Hon. WILLIAM LANGER, A UNITED STATES SENATOR FROM 
THE STATE OF NortH DAKOTA 


Thank you, Mr. Chairman, for giving me the privilege of appearing before the 
Senate Agriculture and Forestry Committee to offer my views regarding the 
farm program. 

This committee is faced with a grave responsibility and, within the very near 
future, must provide the leadership in the Senate for establishing a farm program 
that will be of benefit to the farmers of this Nation. 

Agriculture in the United States has served this Nation well. Through the 
years of World War I and World War II, the farmers supplied the food and 
fiber needs for a large part of the world. 

American agriculture has dynamic qualities that have put our Nation among 
the leaders of the world. Certainly, the United States could not have achieved 
this position without a plentiful food supply. Historically, agriculture has been 
the basis of our whole expansion and growth. It has supplied the industries with 
raw materials and bought their products. It is the most important and the only 
indispensable part of our economy. There just cannot be any real prosperity 
without agricultural prosperity. 

The farmers deserve as much credit and approbation as any other segment of 
our economy. Let us examine for a moment how we have spent some of our 
money since the war. The Government has subsidized in one way or another 
nearly all phases of our economy. 

Air carriers, from 1944 to 1954, received approximately $700 million. 

Ship operators, between 1947 and 1954, received subsidies of $300 million. 

Foreign aid appropriations since 1950 have amounted to over $20 billion. 
Economic and technical assistance has amounted to almost $13 billion, 

Subsidies to industry since the war have amounted to about $1,800 per family 
supported by industry. Compared to this, the American farmer has been subsi- 
dized by price-support programs amounting to $1,200 per family involved. 

We hear complaints about a surplus in grain. If you look at the farm surplus 
in relation to excesses in other parts of our economy, they are not large. I have 
it on good authority that the average annual surplus of farm products from 1947 
to 1954 has been only about 1.6 percent of annual production. During the worst 
year, 1954, the excess was only 4.2 percent of annual production. If you contrast 
this with what major industries feel is normal excess, you will find that usually 
5 percent is not felt to be too much. Actually, short supply could be just as costly 
to the taxpayer as long supply, inasmuch as costs to consumers could double or 
treble under such conditions. 

I cannot stress too heavily, Mr. Chairman, the importance of getting legislation 
passed now and not 6, 8, or 10 months from now. Why, the farmers of this 
Nation—and I know this to be a fact in North Dakota—are faced with the reality 
of leaving their farms by the hundreds because of declining farm prices ; because 
of the tremendous prices that they must pay for farm machinery; and because of 
the impossibility of getting credit during this period of great prosperity. The 
family-sized farmers of this country might just as well be hunting for the fountain 
of youth or weaving a rope of sand as to attempt the impossibility of getting 
credit during this period of farm bankruptcy. Most of the farmers I have talked 
with during the past months already have their farm machinery, their homes, 
their land, and, in many instances, even their livestock mortgaged to the hilt. 

That’s the kind of prosperity we are told exists throughout the land. I can 
assure you, Mr. Chairman, that the farmers of this Nation are not swimming with 
the tide. They areina state of bankruptcy. The farmers were fortunate if they 
met one-half of their obligations this last fall. 

I urge you, Mr. Chairman, and I urge the members of this Agriculture Commit- 
tee and this Congress to act at this eleventh hour. Give the farmer the legislation 
he needs to make this a true period of prosperity. 

As an emergency program that will be simple, immediately effective, and one 
that will be economical to administer, I recommend : 

1. 100 percent of parity on all livestock and grains computed on today’s price 
structure. 

2. A more favorable and adequate credit coverage reorganized to give the 
farmer immediate help. 

If these measures are not legislated within the very near future, the family-sized 
farmer of today will cease to exist. 

These two bills, S. 2884 and S. 2885, are submitted and I ask that they be 
included in the record along with my remarks. They have to do with an increase 
in the farm marketing quotas and acreage allotments for the 1956 durum wheat 
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crop by amending section 334 (e) and (g) of the Agricultural Adjustment Act, as 
amended. 
Thank you very much, Mr. Chairman. 


[S. 2884, 84th Cong., 2d sess.] 


A BILL To amend the wheat marketing quota provisions of the Agricultural Adjustment 
Act of 1938, as amended 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 334 (e) of the Agricultural Ad- 
justment Act of 1938, as amended (7 U. 8S. C. 1334), is amended to read as follows: 

“(g¢) Notwithstanding any other provision of this Act, the Secretary shall 
increase the farm marketing quotas and acreage allotments for the 1956 crop of 
wheat for farms located in counties in the States of North Dakota, Minnesota, 
Montana, South Dakota, and California, designated by the Secretary as counties 
which (1) are capable of producing durum wheat (class II) and (2) have pro- 
duced such wheat for commercial food products during one or more of the five 
years 1951 through 1955. The increase in the wheat acreage allotment for any 
farm shall be conditioned upon the production of durum wheat (class II) on 
such increased acreage. The increased allotment shall be determined by adding 
to the allotment established without regard to this subsection (hereinafter re- 
ferred to as the ‘original allotment’) an acreage equal to two times the acreage by 
which the original allotment exceeds the 1956 acreage on the farm of classes of 
wheat other than durum wheat (class II) (hereinafter referred to as ‘other 
wheat’), but such increased allotment shall not exceed the smaller of the crop- 
land on the farm well suited to wheat or the wheat acreage on the farm: Pro- 
vided, That for the purposes of this subsection (1) the original allotment for 
each farm shall be not less than fifteen acres, and (2) varieties of class II 
(durum wheat) known as ‘Golden Ball’ and ‘Peliss’ shall be regarded as ‘other 
wheat’.” 

The increases in wheat acreage allotments authorized by this subsection shall 
be in addition to the National, State, and county wheat acreage allotments, and 
the acreage of durum wheat (class II) on such increased allotments shall not be 
considered in establishing future State, county and farm acreage allotments. 

The provisions of paragraph (6) of Public Law 74, Seventy-seventh Congress 
(7 U.S. C. 1840 (6)), and section 326 (b) of the Agricultural Adjustment Act of 
1938, as amended (7 U. 8S. C. 1826 (b)), relating to the reduction of the storage 
amount of wheat shali apply to the allotment for the farm established without 
regard to this subsection and not to the increased allotment under this sub- 
section. 


[S. 2885, 84th Cong., 2d sess. ] 


A BILL To amend the wheat marketing quota provisions of the Agricultural Adjustment 
Act of 1938, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (e) of section 334 of the 
Agricultural Adjustment Act of 1938, as amended (7 U. S. C. 1334 (e)), is 
amended, beginning with the 1956 crop of wheat, to read as follows: 

“(e) Notwithstanding any other provision of this Act the Secretary shall 
increase the farm marketing quotas and acreage allotments for the 1956 crop 
of wheat for farms located in counties in the States of Minnesota, Montana, 
North Dakota, and South Dakota designated by the Secretary as counties which 
(1) are capable of producing class II durum wheat and (2) have produced such 
wheat for commercial foods products during one or more of the ten years 1946 
through 1955: Provided, That the increase in the wheat acreage allotment for 
any farm shall not exceed the difference between the acreage of cropland on the 
farm suitable for the production of wheat and the wheat acreage allotment, 
if any, determined without regard to this subsection, and the increase in allot- 
ment shall be conditioned upon the production thereon of class II durum wheat. 
The increase in wheat acreage allotments authorized by this subsection shall 
be in addition to the National, State, and county wheat acreage allotments, 
and the acreage of class II durum wheat thereon shall not be considered in 
establishing future State, county, and farm acreage allotments.” 


Xx 





